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I. SUMMARY OF ARGUMENT & FACTS

This case concerns the authority of trial courts, and appellate
courts when the case is clearly governed by an arbitration agreement.
Here, the trial court applied its judgment rather than the judgment of an
arbitrator, when it changed the terms of the arbitration agreement by
ordering that the case be submitted to arbitration, under Washington law,
in Washington, without a contractual cap on damages. At all times
Doctor’s Associates (“DAI”) objected to this decision

The procedural and substantive facts have all been set before the
Court of Appeals in the Brief of Appellant. For the purpose of this appeal
it is only necessary to set forth a few of these facts. Doctor’s Associates
(“DAT”) is the franchisor for Subway Sandwich stores, Here the Plaintiffs
entered into three separate franchise agreements, All three Franchise
Agreements contain an identical dispute resolution paragraph that reads as
follows:

10. ARBITRATION OF DISPUTES
a. Any dispute, controversy or claim arising

out of or relating to this Agreement or the breach thereof

shall be settled by arbitration. The arbitration shall be

administered by an arbitration agency, such as the

American Arbitration Association (“AAA”) or the

American Dispute Resolution Center, in accordance with

its administrative rules including, as applicable, the

Commercial Rules of the AAA and under the Expedited
Procedures of such rules or under the Optional Rules For



Emergency Measures of Protection of the AAA. Judgment
rendered by the Arbitrator may be entered in any court
having jurisdiction thereof. The cost of arbitration will be
borne equally by the parties. The parties agree that
Bridgeport, Connecticut shall be the site for all hearings
held under this Paragraph 10, and that such hearing shall
be before a single arbitrator, not a panel, and neither party
shall pursue class claims and/or consolidate the arbitration
with any other proceedings to which we are a party. The
parties will honor validly served subpoenas, warrants and
court orders.

CP 35, CP 51, CP 65 (Italic added.). (Hereafter the arbitration clauses
will be referred to as the “Arbitration Agreements.”)

Plaintiffs objected to having their disputes arbitrated and filed a
lawsuit to block arbitration. Plaintiffs asserted that the Arbitration
Agreements were unconscionable because of contractual provisions within
the Agreements:

1) alimitation of damages clause, limiting both parties to

$100,000.00 in damages and other relief (CP 89 (see CP 38, 54, 68

—para 14));

2) the venue selection clause agreeing that all arbitration

proceedings shall be held in Bridgeport, Connecticut (CP 83 In 2-

16 (see CP 35-6, 51-2, 66 —para 10 g.)); and

3) achoice of law provision agreeing to apply the laws of

Connecticut for interpretation and enforcement of the Agreements

(with the agreed exception that Connecticut franchise law is not



applicable). (CP 89 In 18-24 — CP 90 In 1-17 (see CP 37, 53, 68 —

para 13)).

In response DAI argued that in addressing a motion to enforce an
agreement to arbitrate the trial court’s authority was limited to determining
whether the arbitration clause, in isolation, was enforceable. If the court
determined that the arbitration clause was to be enforced, the force and
effect of the other terms of the contract, and the contract as a whole, were
matters solely for the arbitrator’s consideration. CP 211, In 5-15.

DATI’s Motion to Compel Arbitration was heard and decided on
September 19, 2008. The trial court ordered Plaintiffs to submit to
arbitration. However, the court ruled that the Arbitration Agreements’
provision for venue in Connecticut were unenforceable. The trial court
further held, without explanation, that the arbitration shall be “...in
Washington under Washington law, with no limitation on damages.” CP
217-8. RP (Sept 19, 2008) pg 17, In 6-22, Although the court ordered that
the Plaintiffs were required to proceed to arbitration, the court did not
award DA its reasonable attorney fees and costs incurred in enforcing the
arbitration clause.

A Motion for Discretionary Review from the trial court’s decision
was not filed. Instead DAI proceeded with the arbitration, as ordered by

the trial court. The arbitrator awarded the plaintiffs $230,000.00 in



compensatory damages, $161,536.00 for attorney’s fees and $32,837.96
for costs. CP 222.

DAI moved to vacate the arbitration award because, the arbitration
award was improperly determined based upon Washington law, conducted
in the State of Washington, and improperly exceeded the limitation of
damages set forth in the Agreements. CP 234, In 21-4 — CP 235,In 1-2. In
the supporting memorandum DAI again asserted that the trial court
exceeded its authority when it decided issues that were beyond the narrow
issue of enforceability of the arbitration clause. CP 298- 301 In.7.

On February 12, 2010, the court entered an order confirming the
arbitration award. DAI filed a Notice of Appeal on February 17, 2010.
On March 19, 2010 the court entered a judgment against DAT for attorney
fees in the amount of $6,453.33. DALI filed an Amended Notice of Appeal
pertinent thereto on March 24, 2010.

The Court of Appeals held that DAI could have filed a Motion for
Discretionary Review, but properly concluded that DAI was not required
to file for Discretionary Review. Saleemi v. Doctor’s Associates, 166
Wn. App. 81, 91, 269 P.3d 350 (2012). The Court of Appeals then held:
“DAl is not entitled to relief because it fails to establish any possible
prejudice.” Id, at 93-94. This decision raised the issue of whether a party

must always seek discretionary review or be held to a higher standard to



prevail on a subsequent appeal. The Court of Appeals did not address the
question of what the standard of review would have been if a motion for
discretionary review had been filed and denied. Nor did the Court of
Appeals follow State and Federal law governing the authority of a trial
court in dealing with a case clearly subject to arbitration,
IL ARGUMENT

1, Standard of Review

Arbitrability of a dispute is a question of law that is reviewed de
novo. Satomi Owners Ass'n v. Satomi, LLC, 167 Wn.2d 781, 797, 225
P.3d 213 (2009); Davis v. General Dynamics Land Systems, 152 Wn.
App. 715,718,217 P.3d 1191, 1192 (2009). See also McKeev. AT & T
Corp., 164 Wn.2d 372, 383, 191 P. 3d 845 (2008) (citations omitted).
Therefore, de novo is the correct standard of review here.

2 Enforcement of Arbitration Agreements is Required.

The validity of the arbitration clauses in this case is governed by
the Federal Arbitration Act 9 U.S.C. § 2 and Washington State’s Uniform
Arbitration Act. Chapter 7.04A RCW. Both statutes reflect a strong
policy for enforcement of agreements to resolve disputes via arbitration.
Of course the applicable law only requires parties to arbitrate when they
have so agreed. The statutes require that the courts enforce privately

negotiated agreements to arbitrate in the same manner that the courts



enforce other contracts - in accordance with the contract terms and subject
to standard contract defenses. 9 U.S.C. § 2 (“a written provisionin ... a
contract to settle by arbitration a controversy ... arising out of such
contract ... shall be valid, irrevocable, and enforceable save upon any
grounds as exist at law or in equity for the revocation of any contract.”),
RCW 7.04A et. seq.

A growing body of U.S. Supreme Court decisions have confirmed
that both state and federal courts must enforce arbitration agreements
which are subject to the Federal Arbitration Act. Buckeye Check
Cashing, Inc. v, Cardegna, 546 U.S. 440, 126 S.Ct, 1204, 163 L.Ed.2d
1038 (2006). In Buckeye the Supreme Court held that once the trial court
determines that there is an enforceable agreement to arbitrate the dispute,
then the trial court’s inquiry stops and the remaining matters are left for
the arbitrator.

Parties are free to structure their arbitration agreements as they see
fit. Stolt-Nielsen S. A. v. AnimalFeeds Int'l Corp., 559 U.S. ----, 130
S.Ct. 1758, 1773-4, --- L.Ed.2d ---- (2010) (“private agreements to
arbitrate are enforced according to their terms”) quoting Volt Information
Sciences, Inc. v. Board of Trustees of Leland Stanford Junior Univ., 489

U.S. 468, 479, 109 S. Ct. 1248, 103 L. Ed.2d 488 (1989) and citing DAI



v. Casarotto, 517 U.S. 681, 688, 116 S. Ct. 1652, 134 L. Ed.2d 902
(1996).

In PacifiCare Health Systems, Inc. v. Book, 538 U.S. 401, 123
S.Ct. 1531, 155 L.Ed.2d 578 (2003) the Court held that lower courts and
appellate courts should not take upon themselves the decisions concerning
the application of remedial limitations on damages. These matters are to

be left strictly for the arbitrator.

The most recent opinion by the U.S. Supreme Court was in AT&T
Mobility, LLC v. Concepcion et. ux., _ US 131 S.Ct, 1740, 179
L.Ed.2d 742 (April 27, 2011) in which the court through Justice Scalia
said:

The overarching purpose of the FAA, evident in the text of
§8 2, 3, and 4, is to ensure the enforcement of arbitration
agreements according to their terms so as to facilitate
streamlined proceedings.

AT&T Mobility LLC v. Concepcion, 131 S.Ct. at page 1748. Justice
Scalia then went on to say:

The “principal purpose” of the FAA is to “ensurfe] that
private arbitration agreements are enforced according to
their terms.” Volt, 489 U.S., at 478, 109 S.Ct. 1248; see
also Stolt—Nielsen S.A. v. AnimalFeeds Int'l Corp., 559 U.S.
, , 130 S.Ct. 1758, 1763, 176 L.Ed.2d 605 (2010).
This purpose is readily apparent from the FAA's text.
Section 2 makes arbitration agreements “valid, irrevocable,
and enforceable” as written (subject, of course, to the
saving clause); § 3 requires courts to stay litigation of
arbitral claims pending arbitration of those claims “in




accordance with the terms of the agreement”; and § 4
requires courts to compel arbitration “in accordance with
the terms of the agreement” upon the motion of either party
to the agreement (assuming that the “making of the
arbitration agreement or the failure ... to perform the same”
is not at issue). In light of these provisions, we have held
that parties may agree to limit the issues subject to
arbitration, Mitsubishi Motors Corp. v. Soler Chrysler—
Plymouth, Inc., 473 U.S. 614, 628, 105 S.Ct. 3346, 87
L.Ed.2d 444 (1985), to arbitrate according to specific rules,
Volt, supra, at 479, 109 S.Ct. 1248, and to limit with whom
a party will arbitrate its disputes, Stolt-Nielsen, supra, at —
—, 130 S.Ct. at 1773.

[Emphasis in original]. AT&T Mobility LLC v. Concepcion, 131 S.Ct. at
pages 1748-1749.

Following the Buckeye rule, this court held that if the arbitration
clause is enforceable, then the trial court does not have the authority to
determine any other dispute the parties agreed to arbitrate. McKee v.
AT & T Corp., 164 Wn.2d 372, 383, 191 P.3d 845 (2008).

Our state’s appellate courts have also held that RCW 7.04A.070(1)
compels the courts to “summarily” determine a motion to compel
arbitration. In Woodall v. Avalon Care Center Federal Way, LLC, 155
Wn. App. 919, 231 P.3d 1252 (2010) the Court of Appeals held:

On motion of a person showing an agreement to arbitrate

and alleging another person's refusal to arbitrate pursuant to

the agreement, the court shall order the parties to arbitrate

if the refusing party does not appear or does not oppose the

motion. If the refusing party opposes the motion, the court

shall proceed summarily to decide the issue. Unless the
court finds that there is no enforceable agreement to



arbitrate, it shall order the parties to arbitrate. If the court
finds that there is no enforceable agreement, it may not
order the parties to arbitrate. (Ttalic added).

In International Union Of Operating Engineers Local 286, v.
Port Of Seattle, 164 Wn. App. 307, 264 P.3d 268 (2011) the court said:

However, we also hold that the superior court exceeded the
scope of its authority when it substituted its own
determination of appropriate discipline for the arbitrator's.

The Court of Appeals went on to say:

As explained by the United States Supreme Court, a
reviewing court that vacates an arbitration award should not
then make its own determination on the merits:

[Als a rule the court must not foreclose
further proceedings by settling the merits
according to its own judgment of the
appropriate result, since this step would
improperly substitute a judicial
determination for the arbitrator's decision
that the parties bargained for in the
collective-bargaining agreement. Instead,
the court should simply vacate the award,
thus leaving open the possibility of further
proceedings if they are permitted under the
terms of the agreement,

In The Heights at Issaquah Ridge, Owners Ass’n v. Burton Landscape
Group, Inc., 148 Wn. App. 400, 200 P.3d 254 (2009) the court said:

Courts resolve the threshold legal question of arbitrability
of the dispute by examining the arbitration agreement
without inquiry into the merits of the dispute. If the dispute
can fairly be said to invoke a claim covered by the
agreement, any inquiry by the courts must end. Washington



State has a strong public policy favoring arbitration of
disputes.

Id. at 403-404. Based on the foregoing it is clear that the trial court’s
order was in error and cannot be supported.

3. A Showing of Prejudice Should Not Be Required to Raise
Issues On Appeal.

The Court of Appeals holds that DAI failed to show prejudice from
the trial court’s decision to require that the matter be heard in Washington.
The penalty for this perceived failure was the denial of a new arbitration
hearing which the Court of Appeals would have ordered had the showing
of prejudice not been required of DAL

Division II points to case law that would require a party to seek
discretionary review of an adverse trial court decision, or to show
prejudice, as a pre-condition of seeking a new trial on the basis of the
venue ruling. Lincoln v. Transamerica Inv. Corp., 89 Wn.2d 571, 578,
573 P.2d 1316 (1978). The Court of Appeals also points to federal case
law that holds that a party must show prejudice to challenge an arbitrator’s
error based on an arbitrator’s error as to the choice of law. Coutee v.
Barington Capital Group, L.P., 336 F.3d 1128, 1134-35 (9th Cir.2003).
However, for the reasons discussed below these cases do not apply to the

instant case.

10



A. Prejudice From Venue Decision: 1t is clear that

Federal law requires that the agreement of the parties be honored, in its
entirety. AT&T Mobility, LLC v. Concepcion, supra. The Supreme
Court did not impose a further burden on the parties in order to seek strict
enforcement of the terms of the agreement to arbitrate. While the courts
of this state are free to impose standards to seek post-trial relief in cases
tried in state courts, our courts may not do so in cases requiring a referral
to arbitration.

Because the parties had agreed to Connecticut as choice of venue,
DAI is entitled to have the arbitration hearing conducted in Connecticut.

B. Prejudice from Choice of Law:
1, Errors by Trial Court Not The Same as

Errors by Arbitrator: The Court of Appeals is correct in feading Coutee
v. Barington Capital Group, L.P., Id. and Barnes v. Logan, 122 F.3d
820 (1997) to hold that a choice of law error by the arbitrator does not
automatically require an appellate court to vacate the arbitration award.
However, in this case, the error was not made by the arbitrator. The error
was made by the trial court. This distinction is important. There is a
strong policy in favor of confirming an award, unless there is a clear error
on the face of the award. Davidson v. Hensen, 135 Wn.2d 112, 954 P.2d

1327 (1998). Errors made by a trial court in directing or denying

11



arbitration are governed by a different standard. Appellate courts will
review trial court decisions to grant or to deny arbitration on a de novo
basis. Satomi Owners Ass'n v. Satomi, LLC, supra; Davis v. General
Dynamics Land Systems, supra.

There is also a good reason for the distinction between errors made
by an arbitrator and errors made by the trial court. There is generally no
record of the arbitration proceeding. However, there is a full record of the
trial court proceeding. Therefore, it has also been held that a reviewing
court may not examine the reasoning behind an arbitration award. Boyd v,
Davis, 127 Wn.2d 256, 897 P.2d 1239 (1995). It has also been held that
courts have no collateral authority to go behind an arbitration award to
determine if the award was cotrect. Morrell ‘v. Wedbush, 143 Wn. App.
473, 178 P.3d 387 (2008). Instead, issues to be decided in arbitration must
be decided solely in arbitration and not by the courts. Id. Finally, to allow
a court to make decisions which are reserved to the arbitrator violates the
provisions of the FAA. Buckeye Check Cashing, Inc. v. Cardegna,
supra. In a recent case, the Fourth Circuit held that a trial court may
vacate an arbitration award for manifest disregard of the law (by an
arbitrator) if: (1) the applicable legal principle is clearly defined and is not
subject to reasonable debate; and (2) the arbitrator refused to heed that

legal principle. Wachovia Securities, LLC v. Brand, 671 F.3d 472 (C.A.

12



4,2012). Here it is clear that the wrong law was followed, not due to error
by the arbitrator, but due to error by the trial court. Under such
circumstances there is a basis for vacating the award and resetting the case
for arbitration.

In Norris v. S.E.C., 675 F.3d 1349 (C.A. Fed, 2012) the Court of
Appeals held that in cases involving a “procedural error” it was not
necessary to reach the issue of whether another error was harmless or non-
prejudicial. Arguably, the so called “procedural error” in Norris would
be considered to be an error of law outside of the context of labor law.
Following the same standard, the remedy was a new hearing with the error
having first been corrected.’

2, Structural Evror Does Not Require
Showing of Prejudice: In State v. Levy, 156 Wn.2d 709, 132 P.3d 1076
(2006) the Court drew a distinction between structural errors and trial-type
errors. The Court pointed out that structural errors resist harmless error
review completely because it taints the entire proceedings. Arguably, in a
case such as this where the trial court’s order established rules for the

conduct of the arbitration proceedings, which were not in accord with the

! But “procedural” decisions made in arbitration are different than those made in other
contexts, As used in the arbitration setting, procedural decisions occur when the
arbitrator is faced with an issue that is not clearly specified in the collective bargaining
agreement while resolving the merits of the dispute. Wyandot, Inc. v. Local 227, United
Food and Commercial Workers Union, 205 F.3d 922 (C.A. 6, 2000)

13



terms of the arbitration agreement, the error was structural and not merely
a trial-type error. In such a case, the harmless error doctrine should not
apply.

In State v. Britton, 27 Wn.2d 336, 342, 178 P.2d 341 (1947) the
court used a test to determine if an appellant had been harmed by the trial
court’s actions. That test required the appellate court to look to “...the
whole record, and not to that part only which precedes and includes the
particular exception under consideration.” Id. Here, it is impossible for
any appellate court to look at the entire record to see how the decision of
the arbitrator was influenced by the trial court’s order. There simply is no
such record to review. In the absence of the ability to present a record to
review, through no fault of its own, DAI should not be prejudiced by the
imposition of prejudice standard, where the trial court’s error is so clear,

3. Trial Court Lacked Authority to Enter
Judgment: In Davidson v. Hensen, 85 Wn. App. 187, 933 P.2d 1050
(1997), aff’d 135 Wn.2d 112 (1998) Division II of the Court of Appeals
held that a trial court has no jurisdiction to enter a void judgment and no
jurisdiction to confirm a void arbitration award. Once the trial court
determines that the arbitrator exceeded his authority, the award is void and
thus beyond the authority of the court to confirm. The sole authority of

the trial court is to either not confirm or to vacate the award. Davidson,

14



supra; ACF Property Management, Inc. v. Chausse, 69 Wn. App. 913,
850 P.2d 1387 (1993).

In ACF Property Management, Inc. v. Chausse, Id. the Court of
Appeals noted that when a party is compelled to arbitrate a claim that is
not arbitrable under the agreement, it is still entitled to challenge the
validity of the arbitrator’s award when the other party moves to have the
award confirmed. That Court of Appeals decision found no requirement
that the party show prejudice to be able to attack the award. Rather, the
award was void and could not be confirmed.

In Barnett v. Hicks, 119 Wn.2d 151, 829 P.2d 1087 (1992) this
Court held that the superior court has precisely circumscribed authority
when passing on an arbitrator's decision. It also held that an appellate
court's inquiry is similarly limited in addressing an appeal from a superior
court's decision. The Court then held that the superior court may only
confirm, vacate, modify or correct an arbitrator's award. Under this
standard there is no place for appellate courts to review the award to
determine if a party was prejudiced by an underlying trial court decision
that clearly governed the conduct of the hearing, Rather, the proper
approach is to vacate the award and allow the parties to arbitrate the case
under the proper rules and standards.

This approach has also been recognized in Washington, in a series

15



of cases including Expert Drywall, Inc. v. Ellis-Don Const., Inc., 86 Wn.
App. 884, 939 P.2d 1258 (1997). In that case the Court of Appeals held
that the authority of the courts is limited to vacating an award where the
arbitrator has exceeded his authority. In Cummings v. Budget Tank
Removal & Environmental Services, LLC, 163 Wn. App. 379, 260 P.3d
220 (2011) Division I of the Court of Appeals held:

This court's review of an arbitrator's award is limited to that

of the court which confirmed, vacated, modified, or

corrected that award. The trial court's review is confined to

the question of whether any of the statutory grounds for

vacation exist.
Id, at 388. The court went on to hold that “[i]n deciding a motion to
vacate, a court will not review the merits of the case, and ordinarily will

not consider the evidence weighed by the arbitrators,” fd, at 389. Nor is

it the role of the appellate courts to try the case de novo or to examine the
evidence submitted to the arbitrator. Moen v. State, 13 Wn. App. 142,
533 P.2d 862 (1975).

In the instant case the trial court did what it should not have done.
It entered a judgment that was void due to its prior errors. It should have
vacated the award. The Court of Appeals furthered erred by changing the
rules to allow a void judgment to stand. The only proper decision of the

Court of Appeals was to overturn the trial court’s order confirming the

award.

16



4. Prejudice Has Been Shown.
The Court of Appeals indicates that Appellant failed to show that there
was any prejudice in a compensatory damage award of $230,000 when the
contractual limitation was $100,000. (CP 89, 38, 54, and 68). Yet, it is
obvious that the cap was exceeded by more than two times. It is unclear if
that was because the Arbitrator determined that there was no cap on
damages due to the trial court order of September 19, 2008, or if he
determined that the damages could be fixed at $100,000 per store. The
Court of Appeals determined that it was Appellant’s burden to show
prejudice from the award. Saleemi v. Doctor's Associates, Inc., at 94.
Instead the Court of Appeals should have determined that this was a
matter to be determined by arbitration and not by the courts. Buckeye
Check Cashing, Inc. v. Cardegna, supra. As it is also unclear if the
choice of law determination impacted the decision of the arbitrator, the
clear error required the resubmittal of this matter for a new arbitration
hearing, under the terms of the Arbitration Agreements.
5. A Party is Never Required to Seek Discretionary Review

Prior case law in this state makes it clear that a party is not required to
seek discretionary review, even if the criteria for seeking discretionary
review are satisfied. In re Det. of Petersen, 138 Wn.2d 70, 88-90, 980

P.2d 1204 (1999). Rather our courts have held that discretionary review is
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disfavored because it lends itself to piccemeal, multiple appeals. Right-
Price Recreation, L.L.C. v. Connells Prairie Cmty. Council, 146 Wn.2d
370, 380, 46 P.3d 789 (2002). This court has noted on various occasions
that discretionary review is rarely granted. DGHI Enters. v. Pac. Cities,
Inc., 137 Wn.2d 933, 949, 977 P.2d 1231 (1999). Therefore, it is contrary
to precedent when the Court of Appeals imposes a requirement that a party
seek discretionary review or risk being held to a higher standard to prevail
on that appeal.

Nor does the Court of Appeals consider whether a showing of
prejudice would have been required if a motion for discretionary review
had been filed and rejected by the Court of Appeals.

As was noted in ACF Property Management, Inc, v. Chausse, supra. '
there is no way to know whether a panel of the Court of Appeals would
have accepted the case for review. In this case, it is unclear if DAI would
have been able to satisfy the Court of Appeals to grant discretionary
review under RAP 2.3.

There is no way to tell if this decision by the Court of Appeals will
lead to more filings for discretionary review. However, if the failure to
seek discretionary review means that a party will be held to a different
standard, in order to prevail on an appeal, then such an outcome seems

likely.

18



6. Attorney Fees

In Washington, parties to litigation may only recover attorney fees
where allowed by a statute, contract, or some well-recognized principle of
equity. Marassiv. Lau, 71 Wn. App. 912, 918, 859 P.2d 605 (1993);
RCW 4.84.330. Here, Section 10 e of the Franchise Agreements entitles
DAI to an award of attorney fees. That section provides:

If prior to an Arbitrator’s final decision, either we (DAI) or

you (plaintiffs) commence an action in any court of a claim

that arises out of or relates to this Agreement (except for

the purpose of enforcing the arbitration clause or as

otherwise permitted by this Agreement), that party will be

responsible for the other party’s expenses of enforcing the

arbitration clause, including court costs, arbitration filing

fees and other costs and attorney’s fees.
CP 35, 51, & 65, para 10 e.

III. CONCLUSION
The trial court’s order substituting its terms for the arbitration for the

terms of the Arbitration Agreements is clear error and must be reversed.
The showing of prejudice requirement, interposed by the Court of Appeals
should also be reversed. In NCR Corp. v. Sac-Co., Inc., 43 F.3d 1076
(C.A. 6, 1995) the appellate court held that a court niay only remand a
case back to the arbitrator when an arbitration award is ambiguous. That

same court held that remand was not appropriate remedy for arbitrator's

improper award of punitive damages as award was not ambiguous. As in
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the NCR case, the award is not ambiguous. It is in clear disregard of the
cap on damages in the Franchise Agreements. Therefore, the proper
remedy is a new arbitration hearing.

The award of the arbitrator should be vacated and the parties
should be required to resubmit all of their disputes to arbitration as
contractually agreed without the improper predetermination of issues by
the court. Further, this court should order the award of attorney’s fees, to
DAL, at all levels of this litigation.

Dated this 5th day of July, 2012.

SMITH ALLING, P.S.

e,

Gary H. Bra(tnfeld, WSBA #6537
Attorney for Appellant
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I, Carol-Jean Puvogel, hereby declare under the penalty of petjury under
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copy of Appellant’s Memorandum of Authorities to the following
addresses:

Law Offices of Douglas D. Sulkosky
Douglas D. Sulkosky

1105 Tacoma Avenue S
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Todd S. Baran, PC
Attorney at Law

4004 SE Division St
Portland, OR 97202-1645

Dated at Tacoma, Washington this 5th day of July, 2012,
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Carol-Jean Puvogel
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IN THE COURT OF APPEALS OF THE STATE OF WASHINGTON

DIVISION II

WAQAS SALEEMI, a single man, and No. 40351-0-11
FAROOQ SHARYAR, a single man,
Respondents,
V.
DOCTOR’S ASSOCIATES, INC., a Florida PUBLISHED OPINION
corporation,
Appellants.

Johanson, J. — Doctor’s Associates, Inc. (DAI) entered into three franchise agreements
with Waqas Saleemi and Farooq Sharyar (Saleemi). Each agreement required the parties to
arbitrate their disputes in Connecticut, under Connecticut substantive law, and included a
damages-limitation provision. After a dispute arose, DAI filed for arbitration in Connecticut and
Saleemi filed a civil lawsuit against DAT in Washington. When DAI moved to compel arbitration
under the terms of the agreements, the trial court struck the arbitration site (venue), choice of law,
and damages-limitation provisions and ordered the parties to arbitrate the dispute in Washington,
under Washington law, without any damages limitation. DAI did not move for discretionary
review of the trial court’s order. After the arbitrator found in Saleemi’s favor, Saleemi moved in
the superior court to confirm the arbitration award, and DAI moved to vacate the award. The

superior court denied DAI’s motion to vacate the arbitration award in full and confirmed the
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arbitration award.! DAI appeals, arguing that, although the trial court did not err in compelling
arbitration generally, it (1) exceeded its authority when it determined that the venue, choice of
law, and damages-limitation provisions were unenforceable; (2) erred in finding that the venue,
choice of law, and daméges-limitation provisions were unconscionable; (3) erred in failing to
award DAI attorney fees and costs; (4) erred in confirming the arbitrator’s award; and (5) erred in
awarding Saleemi “post arbitration award” attorney fees. Br. of Appellant at 2. Although we
remand to the superior court to award attorney fees and costs to DAI on the motion to compel,
because DAI does not establish prejudice, we affirm the order on the motion to compel and the
order confirming the arbitrator’s award.
FACTS
I. Franchise Agreements, Alleged Breach, and Lawsuit

DAL franchises Subway sandwich shops. On March 2, 2004, June 14, 2006, and June 21,
2006, DAI and Saleemi entered into franchise agreements for three Subway stores in Pierce
County. Each of these agreements required binding arbitration in Connecticut and contained
choice of law, attorney fee, and damages-limitation provisions.

In June 2008, DAI attempted to terminate the franchise agreements after it obtained
information leading it to believe that Saleemi had violated the noncompetition clause in the
franchise agreements. On August 20, DAI demanded arbitration in Bridgeport, Connecticut.

On August 28, Saleemi filed a civil complaint against DAI in Pierce County Superior

Court, alleging that Saleemi had cured the default and that DAI’s attempt to terminate the

! The superior court did, however, strike the prejudgment interest that had been included in the
award, That portion of the superior court’s decision is not at issue in this appeal.

2



No. 40351-0-11

agreements without an opportunity to cure violated RCW 19.100.180(2)(j).> Saleemi asked the
superior court to “restrain[]” DAI from “arbitrating this matter and from arbitrating the matter in

the [s]tate of Connecticut.” Clerk’s Papers (CP) at 2.

11, Trial Court Order Compelling Arbitration in Washington, Under Washington Law, Without
Damages Limitation

In its answer, DAI asserted that the superior court “lack[ed] appropriate jurisdiction over
the parties” because the Agreements required arbitration, challenged the superior court’s venue,
and asked the superior court to dismiss Saleemi’§ complaint and award attorney fees and costs.
CP at 6. But DAI also asserted a “counterclaim,” asking the superior court to enter an order
compelling arbitration and arguing that the agreements’ arbitration clauses required binding
arbitration in Bridgeport, Connecticut and that “[v]enue” was not in Washington State. CP at 6.
DAL also requested attorney fees under the agreements because Saleemi had “failed and refused to
engage in arbitration.” CP at 7. In its motion to compel arbitration, DAI asserted:

It is undisputed that the Agreements provide that the laws of the [S]tate of
Connecticut shall govern the interpretation and enforcement of the Agreements.

2RCW 19.100.180(2)(j) states, in part:

(2) For the purposes of this chapter and without limiting its general application, it
shall be an unfair or deceptive act or practice or an unfair method of competition
and therefore unlawful and a violation of this chapter for any person to;

(j) Terminate a franchise prior to the expiration of its term except for good
cause. Good cause shall include, without limitation, the failure of the
franchisee to comply with lawful material provisions of the franchise or
other agreement between the franchisor and the franchisee and to cure
such default after being given written notice thereof and a reasonable
opportunity, which in no event need be more than thirty days, to cure such
default, or if such default cannot reasonably be cured within thirty days, the
failure of the franchisee to initiate within thirty days substantial and
continuing action to cure such default.
(Emphasis added).



No. 40351-0-1I

The Agreements do provide for the application of the Framchise Investment

Protection Act [(FIPA)] of this state. However, there is nothing in that statute

which restricts the use of a choice of forum or an arbitration clause. Therefore, the

Washington FIPA still provides no basis for this lawsuit.

CP at 11. Saleemi opposed the motion to compel?

At the motion hearing, the superior court stated that its “biggest concern” was the venue
provision, noting that it was particularly concerned because the “alleged non-compete issue”
occurred in Washington, and it might be a hardship for Saleemi to face arbitration in Connecticut
when all the witnesses were in Washington. Verbatim Transcript of Proceedings (VTP) (Sept. 19,
2008) at 5, 7. Although DAI acknowledged that the venue provision was severable and stated
that it would proceed with arbitration in Washington if the superior court ordered such
arbitration, DAI continued to argue that the superior court should find that Saleemi was required

to arbitrate the matter in Connecticut. DAI also stated that Washington’s FIPA would apply

even if the arbitration took place under the terms of the agreements.

3 Saleemi also moved to amend his complaint “to include the claim that the arbitration paragraphs
in the Franchise Agreements are unconscionable under the laws of the State of Washington,” CP

at 81. But Saleemi withdrew his motion to amend the complaint after the trial court ordered
arbitration in Washington.

4 For example, DAI’s counsel argued:

If the Court rules that the matter go to arbitration but orders that it take place in
Washington, my client will, of course, abide by that particular determination, but
there’s no question that this matter has to be decided by arbitration, under the

agreement, is scheduled to take place and should take place aft] a forum in the
state of Connecticut.

Certainly, under a situation such as this, the Court should . . . order that the
arbitration take place and should order that the arbitration take place in the venue
where the parties, by agreement, not once, not twice, but on three separate
occasions agreed to the venue that would be set.

VTP (Sept. 19, 2008) at 8-9.
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On September 19, 2008, without hearing any argument related to the choice of law
provision or the damages limitation, the superior court found the venue clause unconscionable and
ordered “that the disputes between the parties shall be arbitrated in Washington under Washington
law, with no limitation on remedies.”® CP at 218. The superior court did not enter any order
(oral or written) regarding DAI’s request for attorney fees in its motion to compel arbitration.
DALI did not move for discretionary review of the September 19, 2008 order.

[1I. Arbitration Award and Motion to Vacate Arbitration Award

The parties proceeded to arbitration in Washington before an American Arbitration
Association arbitrator. CP at 222. In his “interim award,” the arbitrator (1) found in Saleemi’s
favor; and (2) stated, “Claimant DAI shall pay to respondents ‘compensatory damages’ as that
term is defined in section 17 of exhibit 52.) They may choose either option.” CP at 290
(capitalization omitted). The arbitrator awarded Saleemi a total of $230,000 in “compensatory

damages,” $161,536 in attorney fees, and $32,837.96 in costs.” CP at 222. Saleemi moved in the

5 The superior court also orally ruled:

Well, I am going to find that the forum selection is unconscionable under
this circumstance and—but on the other hand, I am going to order that there be
arbitration in the state of Washington. I’'m also going to order that there be no
limit to the remedies in the arbitration.

So you’re going to get your arbitration, but we’re going to have

Washington law, Washington forum, and no limit to the remedies.
VTP (Sept, 19,2008) at 17.

¢ The reference to “section 17 of exhibit 52” appears to be to section 17 of the Agreements.
Section 17 set out the damages-limitation clause, which contained two alternative methods for
calculating compensatory damages. CP at 38, 54, 68-69.

7 The arbitrator also indicated that this award would bear interest from the date of the award until
paid in full. The superior court later determined that the start date of the prejudgment interest
award was incorrect. That portion of the superior court’s decision is not at issue in this appeal.

5
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superior court to confirm the arbitration award; DAI opposed Saleemi’s motion to confirm the

arbitration award and moved to vacate the award, arguing that the superior court’s September

2008 order was impropet.

On January 22, 2010, the superior court heard argument on both of these motions. DAI
argued that the superior court had exceeded its authority when it decided that the venue, choice
of law, and damages-limitation provisions were unconscionable. DAI asserted that the validity of

these three provisions was a question for the arbitrator in Connecticut and that the superior court

lacked the authority to address them.

In response, the superior court asked DAI why it had proceeded to arbitration rather than

moving for discretionary review of the 2008 order.! DAI explained:

We looked at that particular issue at the time, to be frank. We looked at
the statute . . ., and we came to the conclusion that the likelihood of the Court
taking it back at that particular point was not very great and the costs and
expenses at that particular point in time, who knew, the cost and expenses of
taking the appeal would not be a wise allocation. We thought we would get a
decision, a different decision, but it would have been a discretionary review. So

that alone is not grounds. I've cited to the case law in that particular area and
that’s not a final order.

... So that’s the particular reason for it. We made a decision for economic
reasons at that time that we thought we could take this particular shot. It’s not
like we didn’t raise all of these issues in the first go-round. We did. Every issue
that I am raising now is in the briefs that we submitted, originally.

So what we have now is mainly the benefit of new case law that has come

8 Specifically, the superior court stated:

[M]y question [is], if now a year and a half later with a result which clearly the
defendant is not very happy with, now say, oh, what you did a year and a half ago
was wrong, when you had an opportunity to at least ask for a discretionary review
on a critical issue, obviously. If this should have gone to Connecticut, that should
have been decided then.

Verbatim Report of Proceedings (VRP) (Jan. 22, 2010) at 7.
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down since the Court’s original determination in September of 2008 that clearly
directs that the trial court enter an order that does not weigh upon this particular
process and leaves these matters for the arbitrator.

VRP (Jan. 22, 2010) at 7-8.

The superior court denied DAI’s motion to vacate and granted Saleemi’s motion to

confirm the arbitration award. The superior court stated:

Well, I think you knew you had a tough row to hoe when you got here this
morning, and I’m going to deny your motion to vacate. You know, I don’t even

need to hear from the plaintiffs in terms of this portion of it. I think there were

other remedies in 2008. It is clear that the defense is unhappy with the result, so

you’re trying to get a second bite at the apple and it’s not going to happen on my

watch. Let the Court of Appeals sort that part of it out.

VRP (Jan. 22, 2010) at 9. Saleemi later moved for attorney fees related to confirming the
arbitration award. The superior court awarded Saleemi $6,453.33 in attorney fees.

DAIJ appeals (1) the superior court’s September 2008 order requiring arbitration in
Washington, under Washington law, and without any damages limitations;’ (2) the January 22,
2010 order denying DAI’s motion to vacate the arbitrator’s award in full; (3) the February 12,
2010 order confirming the arbitrator’s award and final judgment; and (4) the March 19, 2010

order on motion for attorney fees. DAI’s arguments, however, focus on whether the superior

court’s 2008 order was proper.

? We note that DAT does not assert that the superior court erred in compelling arbitration or that
the matter was not subject to arbitration under the arbitration clause.

7
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ANALYSIS
I. Threshold Issue: Review of 2008 Ruling
As a preliminary matter, Saleemi asserts that we cannot consider DAI’s challenges to the
superior court’s September 2008 order because DAI did not appeal that ruling before proceeding
to arbitration. Instead, Saleemi asserts that we can examine only whether the superior court later

had any ground for rejecting the arbitrator’s decision under RCW 7.04A.230.1° We disagree.

10RCW 7.04A.230 provides:

(1) Upon motion of a party to the arbitration proceeding, the court shall
vacate an award if’

(a) The award was procured by corruption, fraud, or other undue means;
(b) There was:
(1) Evident partiality by an arbitrator appointed as a neutral,
(ii) Corruption by an arbitrator; or
(iii) Misconduct by an arbitrator prejudicing the rights of a party to
the arbitration proceeding;

(¢) An arbitrator refused to postpone the hearing upon showing of
sufficient cause for postponement, refused to consider evidence material to the
controversy, or otherwise conducted the hearing contrary to RCW 7.04A.150, so
as to prejudice substantially the rights of a party to the arbitration proceeding;

(d) An arbitrator exceeded the arbitrator’s powers;

(e) There was no agreement to arbitrate, unless the person participated in
the arbitration proceeding without raising the objection under RCW 7.04A.150(3)
not later than the commencement of the arbitration hearing; or

(f) The arbitration was conducted without proper notice of the initiation of
an arbitration as required in RCW 7.04A.090 so as to prejudice substantially the
rights of a party to the arbitration proceeding,

(2) A motion under this section must be filed within ninety days after the
movant receives notice of the award in a record under RCW 7.04A.190 or within
ninety days after the movant receives notice of an arbitrator’s award in a record on
a motion to modify or correct an award under RCW 7.04A.200, unless the motion
is predicated upon the ground that the award was procured by corruption, fraud,
or other undue means, in which case it must be filed within ninety days after such a
ground is known or by the exercise of reasonable care should have been known by
the movant.

(3) In vacating an award on a ground other than that set forth in
subsection (1)(e) of this section, the court may order a rehearing before a new

8
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On July 16, 2010, our commissioner denied Saleemi’s motion to dismiss this appeal in
which Saleemi asserted that DAI’s challenge to the September 2008 order was untimely. See
spindle. We then denied Saleemi’s motion to modify the July 16, 2010 commissioner’s ruling
because the September 2008 order was not a final order that was appealable as of right.
Saleemi’s arguments do not convince us that the commissioner’s ruling or our denial of Saleemi’s
motion to modify that ruling was incorrect.

Although DAI could have moved for discretionary review of the September 2008 order,
that order was not appealable of right, and DAI was not required to appeal the ruling until after a
final order was issued in this matter. All-Rite Contracting Co. v. Omey, 27 Wn.2d 898, 900-01,
181 P.2d 636 (1947); ACF Prop. Mgmt., Inc. v. Chaussee, 69 Wn. App. 913, 921 n.7, 850 P.2d
1387, review denied, 122 Wn.2d 1019»(1993); Teufel Constr. Co. v. Am. Arbitration Ass’n, 3
Wn. App. 24, 25, 472 P.2d 572 (1970). That DAI failed to move for discretionary review does
not prevent us from considering the propriety of the September 2008 order. See RAP 2.2; RAP
2.3(a); ACF Prop. Mgmt., Inc., 69 Wn. App. at 921-22 (a party does not waive the issue of
arbitrability by failing to seek discretionary review of decision on arbitrability in motion to compel

arbitration); see also RAP 2.4(b).

Saleemi also appears to assert that we may review the September 2008 order only under

arbitrator. If the award is vacated on a ground stated in subsection (1)(c), (d), or
(f) of this section, the court may order a rehearing before the arbitrator who made
the award or the arbitrator’s successor. The arbitrator must render the decision in
the rehearing within the same time as that provided in RCW 7.04A.190(2) for an
award.

(4) If a motion to vacate an award is denied and a motion to modify or
correct the award is not pending, the court shall confirm the award.
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the statutory grounds set out in RCW 7.04A.230. Although we review arbitration awards to
determine only whether any statutory grounds for vacation exist under RCW 7.04A.230,!
reviewing the superior court’s 2008 decision on DAI’s motion to compel arbitration does not
require us to review the arbitration award itself. Because we are not reviewing the arbitration
award itself, we are not confined to the enumerated statutory grounds in RCW 7.04A.230.
Instead, the ruling on the motion to compel is a decision separate from the arbitration award that
was not a final order and was not appealable as of right until after the superior court issued a final
order in this matter. See ACF Prop. Mgmt., Inc., 69 Wn. App. at 922.

Saleemi also suggests that DA waived its right to appeal the 2008 order by acquiescing to
the superior court’s 2008 order and proceeding with the arbitration under the terms of that order.
In effect, Saleemi is asserting that by failing to move for discretionary review, DAI waived its
right to challenge the September 2008 order. But DAI clearly objected to the 2008 order before
going forward with the arbitration, and Saleemi does not direct us to any law that required DAI to
move for discretionary review before a final order was entered in this matter. See ACF Prop.
Mgmt., Inc., 69 Wn. App. at 922.

Saleemi also argues that DAI invited any error here. He maintains that the following
statement from DAI during the September 19, 2009 hearing amounted to an invitation to arbitrate

in Washington:

Therefore, we would request very simply that you order this matter go
before arbitration. We believe it should take place in Connecticut. If you should
choose and say that Connecticut is an improper forum, then it can take place in the

" See Expert Drywall, Inc. v. Ellis-Don Constr., Inc., 86 Wn, App. 884, 888, 939 P.2d 1258
(1997), review denied, 134 Wn.2d 1011 (1998).

10
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state of Washington. But the long and the short of it, the essence of this dispute

must be resolved in arbitration and not in [s]uperior [c]ourts.
VTP (Sept. 19, 2008) at 16-17. We disagree.

The doctrine of invited error precludes review when the appellant induces the trial court to
take the action to which error is assigned on appeal. In re Dependency of K.R., 128 Wn.2d 129,
147,904 P.2d 1132 (1995). The instances in the record to which Saleemi cites do not amount to
inducing the trial court to take action. DAI consistently argued that the agreements required
arbitration in Connecticut under Connecticut substantive law. Nothing in the record indicates that
DAI was changing this position. Rather, the record merely shows that DAI was cognizant that if
the trial court ordered arbitration in Washington, it would go forward with the arbitration.

I1. Failure to Seek Discretionary Review Requires DAI to Establish Prejudice

DAI does not challenge the superior court’s authority to compel arbitration or to
determine the enforceability of the arbitration agreement generally.'? Instead, it argues that the
superior court exceeded its authority in striking the venue, choice of law, and damages-limitation
provisions and asserts that the arbitrator should have determined the validity of these provisions.
DAI also argues that even if the superior court had the authority to address the enforceability of
these provisions, the record does not support the superior court’s decision to strike these
provisions. Even assuming that the superior court exceeded its authority in addressing the venue,

choice of law, and damages-limitation provisions and in concluding that these provisions were

12 See Br. of Appellant at 14 (“If the arbitration clause is enforceable, all other disputes subject to
the parties’ agreement to arbitrate must be determined by arbitration.”); see Br. of Appellant at 15
(“Thus, where there is a challenge to the enforceability of an arbitration agreement clause, the
court must determine that issue in isolation. RCW 7.04A.060(2).” (emphasis added.)).

11
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unconscionable, we hold that DAI is not entitled to relief because it fails to establish any possible
prejudice.”

As we discussed above, a party does not waive its right to challenge an interlocutory order
that is not a final order appealable as of right by failing to move for discretionary review. But a
party is not necessarily allowed to acquiesce to the interlocutory order and wait to appeal the
allegedly adverse interlocutory ruling until it knows the outcome of the proceedings without any
consequences. In cases like this, which involve venue decisions, case law supports requiring a
party that knowingly chooses to await the outcome of the proceeding before challenging an
interlocutory order on a venue motion to show that it suffered prejudice before this court will
grant relief. See Lincoln v. Transamerica Inv. Corp., 89 Wn.2d 571, 578, 573 P.2d 1316 (1978)

(if the party objecting to venue fails to move for discretionary review, then the appellate courts

3 In supplemental briefing this court ordered, DAI asserts that we should presume prejudice
because there is no record of the arbitration so we cannot determine if anything that occurred in
arbitration was prejudicial. But, as we discussed above, we are examining the trial court’s 2008
ruling, not the arbitration itself, and DAI could establish the required prejudice by presenting
information outside the arbitration record, such as establishing that there are differences between
Connecticut and Washington law that could have made a difference in this case or that DAI would
have had access to additional evidence in a different venue. DAI also asserts that harmless error
is improper when reviewing an arbitrator’s decision.” Again, we are not reviewing the arbitration
itself but, rather, the trial court’s 2008 ruling, so this argument is inapposite.

DALI also asserts that we should presume prejudice because the errors here are similar to
instructional errors resulting in errors of law. But DAI does not show that any error of law
occurred here, a preliminary step that is required before we presume prejudice. See Keller v. City
of Spokane, 146 Wn.2d 237, 249, 44 P.3d 845 (2002) (in general an instructional error will not be
reversed absent a showing of prejudice, but “[a] clear misstatement of the law, however, is
presumed to be prejudicial.”). '

DAI further argues that we should presume prejudice because these are “structural errors”
that “taint[ed]” the entire proceedings. Appellants’ Suppl. Br. at 3. But DAI offers no support
for this assertion, nor does it show that the arbitration here was conducted under different

procedural or substantive rules or law than would have applied if the arbitration had occurred in
Connecticut or under Connecticut law.

12
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require that party to show that the denial of motion to change venue was prejudicial). Because of
the similar procedural posture here, we apply the rule from Lincoln and hold that in order to
obtain relief, DAI must affirmatively establish that there is a possibility that the trial court’s 2008
order was prejudicial to DAI

The only prejudice DAI alleges is that it was denied the benefit of arbitration in
Connecticut, under Connecticut law, subject to the damages limitation. But it is DAI’s burden to
show not only that the proceedings could have been different but that there is some possibility that
the outcome of the proceedings could have been different had the arbitration been held in
Connecticut, under Connecticut law, subject to the damages limitation. See Coutee v. Barington
Capital Group, L.P., 336 F.3d 1128, 1134-35 (9th Cir. 2003) (examining whether arbitrator’s
failure to follow valid, enforceable choice of law clause was harmless; refusing to apply bright-line
rule that would require automatic vacation of arbitration award if choice of law clause was not
followed and emphasizing that harmless error approach does not contradict the Federal
Arbitration Act); Barnes v. Logan, 122 F.3d 820 (1997) (applying harmless error analysis in
choice of law context), cert.‘denz'ed, 523 U.S. 1059 (1998); Lincoln, 89 Wn.2d at 578 (possible
venue error not presumptively prejudicial). The record does not suggest that the arbitration that
occurred under the 2008 ruling would have differed if it had been conducted under the terms in
the agreements: (1) the arbitration was conducted by the arbitration association designated in the
contracts and the same association would have been responsible for any arbitration in
Connecticut; (2) DAI does not describe any advantage it would have received had the arbitration

physically occurred in Connecticut; (3) DAI repeatedly admits that Washington FIPA would have

13
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applied and points to no differences between Washington and Connecticut law that could have
affected these proceedings; (4) the record shows that the arbitrator in fact directed the parties to
apply the damages limitation by requiring that the parties apply the definition of “compensatory
damages” established in paragraph 17 of the agreement; and (5) DAI does not show that the
damages award exceeded the limitations set in each of the franchise agreements.

Because DAI fails to allege, let alone establish, any prejudice, we affirm the superior
court’s 2008 order compelling arbitration in Washington, under Washington law, without a
damages limitation. Additionally, because DAD’s challenges to the order affirming the arbitrator’s
award all relate to its challenge to the 2008 order, we also affirm the order confirming the
amended arbitration award.

III. Attorney Fees
A. Fees on Motion to Compel

In addition to challenging the 2008 superior court order, DAI also argues that the superior
court erred when it did not award DAI attorney fees and costs incurred in enforcing the
arbitration clause, as required under paragraph 10(e) of the agreements and RCW 4,84,330.4

DAI requests that we remand to the trial court to award reasonable attorney fees. We agree.

14 RCW 4.84.330 provides:

In any action on a contract . . . entered into after September 21, 1977, where such
contract . . . specifically provides that attorney’s fees and costs, which are incurred
to enforce the provisions of such contract . . ., shall be awarded to one of the
parties, the prevailing party, whether he is the party specified in the contract or
lease or not, shall be entitled to reasonable attorney’s fees in addition to costs and
necessary disbursements.

(Emphasis added).

14
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After DAI started arbitration proceedings in Connecticut, Saleemi responded by initiating
a civil action in the superior court rather than moving for arbitration in Washington or
Connecticut. In its answer to Saleemi’s civil claim and motion to compel arbitration, DAI
asserted that it was entitled to attorney fees under the three Franchise Agreements, When the
superior court entered the order compelling arbitration, it did not address any attorney fees or
costs. Because paragraph 10(e)!® of the contracts expressly provide for attorney fees and costs,
the superior court erred in failing to award attorney fees and costs to DAL, Accordingly, we
remand to the superior court to award attorney fees and costs related to DAI’s “expenses of
enforcing the arbitration clause, including court costs, arbitration filing fees and other costs and
attorney’s fees.” CP at 35, 51, 65.

B. Attorney Fees and Costs Related to Confirmation of Arbitrator’s Award

DALI also argues that if we reverse the superior court’s order confirming the arbitrator’s

award, the superior court also erred in awarding Saleemi attorney fees and costs incurred in

confirming the arbitrator’s award. Because we do not reverse the superior court, this argument

15 Paragraph 10(e) provides:

Any disputes concerning the enforceability or scope of the arbitration
clause shall be resolved pursuant to the Federal Arbitration Act, 9 U.S.C. § et seq.
(“FAA”), and the parties agree that the FAA preempts any state law restrictions
(including the site of the arbitration) on the enforcement of the arbitration clause in
this Agreement. If, prior to an Arbitrator’s final decision, either we or you
commence an action in any court of a claim that arises out of or relates to this
Agreement (except for the purpose of enforcing the arbitration clause or as
otherwise permitted by this Agreement), that party will be responsible for the
other party’s expenses of enforcing the arbitration clause, including court costs,
arbitration filing fees and other costs and attorney’s fees.

CP at 35, 51, 65 (emphasis added).
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fails.
C. Attorney Fees and Costs on Appeal

Finally, DAI argues that it is also entitled to attorney fees and costs on appeal. Because
DAL is not the prevailing party on appeal, we deny DAI’s request for attorney fees and costs on
appeal.

Saleemi requests fees on appeal under RCW 7.04A.250(3),'® which states:

On application of a prevailing party to a contested judicial proceeding under . . .

7.04A.230 . . ., the court may add to a judgment confirming, vacating without

directing a rehearing, modifying, or correcting an award, attorneys’ fees and other

reasonable expenses of litigation incurred in a judicial proceeding after the award is
made.

Saleemi is the substantially prevailing party. Accordingly, we award Saleemi attorney fees and
costs under RCW 7.04A.250 to be determined upon his compliance with RAP 18.1.

We affirm the superior court’s 2008 order compelling arbitration and the order confirming
the arbitrator’s award. But we remand to the superior court to determine attorney fees and costs

related to DAI’s motion to compel arbitration and to award those fees and costs to DAI.

Johanson, J.
We concur:

Armstrong, P.J.

Van Deren, J.

16 Saleemi requests fees under RCW 19.86.090. We decline to consider this request because
although he asserts that the arbitrator awarded fees and costs under chapter 19.86 RCW, nothing
in the record supports that claim.
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FRANCHISE AGREEMENT

" This Franchlse Agreement (this “Agreement”) Is made March 2 2004 between Doctor’s

Assoclates Inc.. 8 Flocida carparstion with a princlpal office in Fort Lauderdale, Fiorida (*we” or *us?), and
Wagas M. Saleemi apd Faropg S, Sharvar
of __Washington
{'you"). for one {1) SUBWAY* restaurant {the "Restaucant’) to be located within the
territoty of Development Agent Ethan Golf or the Development Agent's

successor(s), under DA contract number __580) ' , 8s specified In Jtem 2 of the DAl Difering Clrewlar
in effect as of the date of this Agreement,

RECITALS:

A. We are the owner of a proprietary system (the “System”) for establishing and operating restaurents
featuring sandwiches and selads under our trade name und service mark SUBWAY®, We developed the System
spending considerable money, time, and effort. The System includes the trademark SUBWAY®, other trademarks,
trade names, service marks, commercial announcements (siogans) and related insignia (ingos) we own (the
“Marks™); goociwill associsted with the Marks; trade dress: recipes; formulas; food preparation procedures; business
methods, forms, and palicles; trade secrets; knowledge; techniques: and developrients.

B. We operate and franchise others to operate SUBWAY® restaurants using the System, Including the
Marks., " ‘

C. You want access to the System to establish and operate the Restaurant at a location you select and we
approve,

D. You acknowledge the System includes confidential and proprietary information which we, our AMliates
{defined below), our development agents and our Afflllates’ development agents, franchisees, and agents, will give
you to use only to establish and operate the Restaurant. An "Afflliste” means a person or entlty that directly or
indirectly through one ar mowe Intermediaries, contrals. Is controlled by, or Is under common control with, enother
person or entity, .

E, We have granted, end will continue to grant, access to the System to others 1o edtablish and operate
SUBWAY® restaurants. Our goal is to be the number one quick service restaurant system In every market we enter.
This Agreement does not grant you the right to own edditional SUBWAY® restaurants, You acknowledge we o not
have to sell you additional franchises or consent to your purchese of existing franchises,

F. You acknowiedge the only consideration we recelve from you for granting you the license to use the
System conslsts of the Franchise Fee, the Royalty and performance of your other promises under this Agreement,

G, You acknowledge you personally recelved our Franchise Offering Clrcular and its exhibits, including
thls Agreement (the “Offering Circular”), &t or prior to your first personal meeting with our employee, development
agent, agent, or representative and at least 1en (10) business days before you sligned this Agreement, and you
signed a Recelpt for the Offering Circular, You represent you carefully reviewed the Offering Circular and had
enough time to consult with a lawyer, accountant, or other professional advisor, if you wanted, and you understand
and agree to be bound by the terms, conditions, and obligations of this Agreement, You also represent you had full
oppartunity, with the help of & professianal advisor if you used one, to ask us and our employees, development
agents, agents, or representatives, all appropriate questions and we and our employees, development agents,
agents or representatives answered all of your questions to your satisfaction, except questions on the subject of
potential earnings, discussed in the foliowing paragraph. If you did not use a professional advisor, you represent
you are satlsfled relying cn your own education, expedence, and sklll in evaluating the merits of a franchise
offering. .

H. You acknowledge no emnployee, agent, or representative of curs, or of our Aflliates, or our development
agents, made any oral, written or visual representation or projection to you of actual or potential sales. earntngs, or
net or gross profits, You also acknowledge no employes, agent, or representative of ours, or of our Affill ates, or our
devalopment egents, has made any statements that are coptrary to, or different from, the information in the
Offering Clreular, including bant not limited to any statements about advertising, merketing, medin support, media
penetration, tradning, stare density, store Jocations, support services and assistance, or the costs to establlsh or
operute 8 SUBWAY® restsurant, except {or any statements you wrote in at Parageaph 15.

L You represent you understand the risks of owning e business and specifically the risks of owning a
SUBWAY® reataurant, and you are sble tn bear such risks. You acknowledge the success of the Restaurant will
depend primarlly on your own efforts and ablliies and those of your employees, and you will have to work hard andy
use your best effarts to operate the Restsurant. You also acknowledge other factors beyand vur or your control will -
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affect the Restaurant's success, including but not imited to, competition, demagraphic patterns, consumer trends,
Interest retes, economic conditions, government policies, weather, local laws, rules and regulations, jegal claims,
nflation. labor costs, lease terms, market conditions, and other conditions which may be difficult to antidpate,
usess, ar even identify, You acknowledge that you are subject to nll federal, state and local laws relating to the
franchise business. You recognize some SUBWAY® restaurants havefatled and more will fall in the future. You
understand that your success will depend substantially on the location you choose. You acknowledge our epproval
of the bocation for the Restaurant does not guarsntse the Restaurant's suttess at that location and the Restsurant
may Jose money or fall,

J. This Agreement does not grant you any territorisl rights and we and our Afillates have unlimited rights
to compete with you arid to Heense others 1o compete with you.

K. YOU UNDERSTAND AND ACKNOWLEDGE THAT PARAGRAYH 14 OF THIS ACREEMENT AMENDS
ANY EXISTING FRANCHISE AGREEMENRTS YOU HAVE WITH US, to Include the following provisions of this
Agreement; Subparagraph 5.b. (regarding compHance with applicable laws end Operations Manual),
5.¢. (regarding payment of taxes, costs and expensas, responsibility for employment practices and employess,
insurance and indermnification), Subparagiaph 8.1, (regarding reparting Information electronically by parsonal
computer besed potnt-of-sale system), Subparagraph 5, (regarding Increasing advertising contributions),
Subparagraph 5.m., fregarding use of domaln names), Paragraph 8 (regarding defaults enid terminetion), Paregreph
10 iregarding dispute resolution), Subpersgraph 11,0, (regarding Interest and late fees), Subparagraph 11.m.
(regerding no territorial rights and our unlimited right to compets), Subparagraph 11.n, (regarding compliance with
anti-terrorism lews), Subparagraph 11.9, { authorization to usa personal infarmation and to conduct an
investigative background search), Paregraph. 13 (regarding governing lsw, mecger clause and continuing effect). and
Paragraph 17 (regarding limttation of Hability).

L. YOU UNDERSTAND AN ACKNOWLEDGE ALL DISPUTES OR CLAIMS ARISING OUT OF OR RELATING
TO THIS AGREEMENT, EXCEPT FOR CERTAIN OF OUR CLAIMS DESCRIBED IN SUBPARAGRAPH 10.d.. WILL BE
ARBITRATED JN CONNECTICUT, UNDER PARAGRAPH 10 BELOW. IF NOT OTHERWISE RESOLVED.
’ AGCGREEMENT:
Acknowledging the sbove recitals, we and you (the "partles”) agroe:

1. FRANCHISE FEES, When you sign this Agreement, you will pay us the Franchise Fee checked below,
which we will not refund except as we specifically provide for below, [Check ane):

K
n, Standard Fee. $12,500. You will pay our standard fee for & first oo addifonal frenchise, We may
refund your Franchise Fee If you fail to achieve a passing score on the standardized test conducted during the
traiming program as provided in Subparagraph 5.8,(2). I you sign this Agreement, Including the Specific Locetion

Rider, we may refund your Franchise Fee 'as provided in Subparagraph 5.8.(1) of this Agreement as amended by the
Sperific Location Rider.

b. Roduced Fee. $65,000. {f) You represent you are currently 8 SUBWAY® franchises and all of your
franchises are in substantial compliance as defined In the Operations Menual (referenced in Subparagraph §.b.)
and there are no defaults under any Frunchise Agreements; ar {) you are purchasing the franchiss for a Jocation
you operate rs & unit of a convenlence store, gasoline retaller or sther minimum ARty (50} unit chain or of a co-
branding parther we have epproved, ar you are s member of an approved organization with at least one hundred
{100) potential restaurant locations, end you represent you are in good atanding with the chain or the arganization,
If you ere purchasing a franchise for & nan-traditional Jocation under clause {), we may disapprove the location
within ninéty (80) days, terminate this Agreement and refund the Franchise Fee. If eny of these representations are

not true (based upon the most recent store evaluation) when the Restaurant opens, you agree to pay an additional
$6.500.

¢. Extensdon Fee, $1,000. You previously signed a Franchise Agreemernt and paid a Franchise Fee but
did not sign a Subloase in the time permitted. The original Franchise Agreement is replaced by this Agreement.
You agree to sign a8 Sublesse within two (2) years with no right to any extenslor, ' .

d. Ssteifite Fes. $1,500. You will operate the Restiurant as a limited restaurant mipported by an
existing Base Restaurant. This Agreement for the Restaurant, Including the Satellite Rider, 15 the separate
Franchise Agreement for the satellite restaurant, We will refund the Franchise Fee for the satellite restaurant as
provided in Subparagraph 5.a(1) of this Agreement as amended by the Satellite Rider,

e, Add On Fee. $8.500. Individuals who are existing SUBWAY® franchisees represent thelr franchises are
in substantis] compliance with the Operations Manual and there are no defaults under any Franchise Agreements,
The Franchise Fee is the reduced Franchise Fee of $6,000 plus an add-on fee of $2,500 to add individuals who are

not SUBWAY® franchisees. If the representations of the exlsting franchisees are not true when & Jease is signed,
3
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you sgres to pay an addttional $4,.000. We may refund your add-on fee of $2,500 {f an tndividual 1s added to this
t and falls to achisve & passing score on our standardized test conducted during the training program as
provided in Subperegraph 5.8.(2).

f. School Lunch. $0. A school board, schoal district, municipality or institutianal food service provider for
(ts nominee), or &n individual extsting (ranchisee is signing this Agreement to establish a restaurant In a school
(grides K-12). This Agreement includes the Schoal Lunch Rider.

XX_g. Transter. $0. Frenchise No. 1878 owned by _Rachna_Sachar

("Seller”) was transferred to you. (Seller
may heve paid & trensfer fee.) The Seller's Franchise Agreement is replaced by this Agreement.

h. Amendment or Renewa!, $0. This Agreement replaces and/or rensws the Franchise Agreement dated

2. ROYALTY PAYMENTS. You will pay us weekly a Royalty equal to elght percant {8%) of the gross sales
from the Restaurant and each sandwich restaurant you opessate throughout the term of this Agresment. “Gross

sales® means all sales or revenues. Including caterdng and dellvery, from your business exclusive of Sales Tax (s
defined in Subparagraph 5.c.).

3. PERMITTED ACCESS TO THE SYSTEM AND MABKS. We grant to you during the tarm of this
Agresment:

s, Continued sccess to the System, Including the loan of & copy of the Operations Manual.

b, Contnued access to Informaton pertaining to new developments, improvements, techniques end
processes in the System.

c. A limited, non-exclusive license to use the Marks in connection with the operation of the Restaurant at
one (1) Jocation at e site we and you approved,

4. OUR OBLIGATIONS. We will provide you during the term of this Agreement:

a. A training program for establishing and operating s mstaurant using the System, at e Jocation we
choose. You will pay all transportation, lodging, and other expenses to attend the training program.

b. A representative or development agent of ours to call on during our represantative’s or development
agent’s norma) business hours for consultation concermning the operation of the Restaurant,

c. A progrem of saslstance, including ﬁeﬂodic consultations with our representative ar development agent
in a location we choose; a newsletter advising of new developments and technlgues In the System: and access

during their normal business hours to specified office personnel you mey call for consultations concerning the
operation of the Restaurant,

5. YOUR OBLICATIONS. You egree to do the following:

a. in regards to the Sublease for the Restaurant:

{1) You will sign a Sublease for the Restaurant {"Sublesse”) within two (2) years afier signing this
Agreement, lf you do not. this Agreement will automatically expire unless you ) request and
are granted an exteosdon, Ul) pay an extenslan fee of §1.000 US, and 41) algn our then current
frunchise sgreement.

{2) Before opening. you must successfully complete the training prograr we provide under
Subparagraph 4.a. You may be required to achleve & passing score on our standardized test
conducted on the first day of the tredning program. ¥ you fail to achleve n passing score, you
will heve the option 1o take one final retest. If you fall to achieve & passing score on the final
retest, you may be disinissed fram the training program end your Franchise Fee will be .,
refunded. ¥ more than one Individual slgns this Agreement, sny one of the individuals who
does not achieve 1 passing scare on the test may be dsmissed from the training program,
removed from this Agreement and the Franchise Fee will not be refunded. We will not
retmburse you for your travel .

{3) The Restaurant will be at  jocation found by you and approved by us, We or an Afflliate we
designate will Joase the premises and sublet them w you, We or our deslynes wiil attempt to
secure a {eir rent for the premises but we cannot represent it will be the best available rent In
your area. If you matedally branch thls Agreement or the iease, we or our designee may
terminats the Sublease with you after giving the notice required in the Sublease.

4



{4} ARer you slgn the Sublease, you will conatruct, equip, end open the Restaurant to the
specifications contained In the Opecations Manual,

b. You will operate your business In compllance with applicabl laws and governmenta] regulations,
including, but not Hmited to, those concerning labor, taxes, bealth, and safety. You will obtnin and keep In force,
at your expense, any permits, Hoenses, registrations, certfications or other consents required for leasing,

.constructing, or operating the Restaurant. Upon request, you will forward to us coples of any documentation

relating to these ltems.

You will operate the Restmurant In accordance with our Operations Manual {the "Opersttons Manuat’),
which contalns mandstory and suggested specifications, standards and operating procedures, which mey be
updated from time to tme as a result of experiencs, ox changes in the law or merketplace. You will make, at your
sole expense, changes necessary to conform to the Operations Manual, Including, but not imited to, repairing
ftema not In good condition or not functioning property, and upgrading and remodeling the Restaurant, including
leaschald improvements, furniture, fixtures, equipment, and signs, You acknowledge theae requirements are
nocessary and reasanable to preserve the identity, reputation, and goodwill we developed and the value of the
franchise, You agree to make the repalrs and the updates, and pay all rensonable, required costs within
reasanabla time pariods we establish. You will adhere to quality control standards we prescribe in the Operationa
Menua! or elsewhere with respect to the character or quallty of the products you will sell or the services you will

In association with the Marks, You may be required to purchase all of your beverage products frem one
supplier we designate. You must respond to and satisfy all customer complaints. If you fall o operate the
Restaurant in acoordancs with the Opetations Manual, we may terminats this Agreement under Subparegraphs
8.8, and 8.b, In Heu of tsmination, we may.lmpose a fine for each day the Restaurant Is pot In compliance with
the Operationy Manual to compansate us for damages and for costs we incur to compel you to bring the Restaurant
into compliance, The Operations Menual, as amended from time to time, i3 intended to further the purposes of this
Agreement and 1s specifically Incarporated into this Agreament. The Operatians Manual canstitutes a confidential
trade secet and will remain our property. You may not, and you may not allow others to, reproduce of photooopy
the Operations Maruzel, In whole or In part, without our written consent. You will not conduct eny business or sell

any products st the Restaurant other than the business and products we epprove for the location,

c. You wilj be salely respansible for all costs of bullding and apersting the Restaurent, including, but not
limited to. salas or use tax, goods and services tax, gross receipts tax, exclss tax or other similar tax {"Sales Tax"),
other taxes, fees, custorns, stamp duty, other duties, governmentsl registrations, construction costs and permits,
equipment, furniture, fixtures, algna, edvertlsing, insurance, food products, Iabar, utilities, and rent, We will not
have any Uability for thess costs, You will pay any Sales Tax imposed by law on the Franchise Fes, Royalty,
advertising fees, and any other amounts payable tnder this Agreement, whether assessed on you oron us, If we,
must meke the payment to the taxing Jurisdiction for any Sales Tex that {5 your responsibility under this -
Agreement, we will pess the amount on to you and you will reimburse us, You must register to collect and pay
Sales Texes before you open the Restaurant, and you must maintain these registrations during the term of this
Agreement. You will recruit, hire, train, terminate, and supervise all Restaurant employees, set pay retes, and pay
all wages and related amounts, including any employment benefits, unemployment insurence, withholding taxss or
other sums, and we will not have any responsibility for these matters, _

The mnsurance you must obtain and maintatn includes, but {s not limited to, statutory worker's
compensation in the minimum amount required by law, comprehensive Hability Insurance, including products
Yabllity coverzge, in the minimum amount of $2,000,000, and business vehicle coversge, including owned vehcle
Habllity and non-owned vehicle labitty coverage, in the minimum amount of $1.000.000. You will keep all
insurance policles in force for the mutual benefit of the parties. All insurance policles must name as additional
insureds, us, our Affiliates, our Development Agent assigned to the Restaurant (the *Development Agent”), and our
agents, representatives, shareholders, directors, officers and employees, and those of our Affillates and the
Development Agant fthe "Additional Insureds®), with such coverage being primary coverage. Your Insurance
company must agree to give us et least twenty (20) days’ peior written notice of terminatian, explretion, materiat
modificetion, or cancellation of your palicy, or cancellation of any of the Addifonal Ihaureds as an edditional
insured. You agree to defend, indernnify, and save harmieas, the Additional insureds, from and agatnst all Uabiilty,
Injury, loss, cost end expense of any type {(including lawyers’ fees), and damages that arise In or In connection with
your operation of the Restyurant, regardiess of couse or srry fault or negligence fincluding sale ar concurrent
negligence) by the Additional Insureds, which indemnification will not be relieved by any Insurance you carry, You
scknowledge we may modlfy or Increase the insurance requirements during the term of this Agreement due to
changss In experisnce, and you agree to comply with the new requirementa. You acknowledge we may from time to
time designate one or more approved insurance brokess or companies under & MASES insurance program we
ostablish for franchisees generally, end you must purchase your coverage from one of the approved insurance
brakers or comparnies, '

d. You will not own or operate, or assist another person to own o6 operate, any other business anywhere
dkmﬂymmdhw)y.dwmgmemmddmAgwnmt,WMbmmﬁm!mmuraindlnrmt}mbuslnwyw '
reasanably contemplated by this Agresment, except as our sutharized representative or as our duly licensed
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franchisee et a locaton we approve. You &gree to pay us $12,500 for each business you own or operete in violation
of this Subparagraph, plus elght percent (8%} of it grose sales, rs being s rersonable pre-estimate of the damages
we will suffer. We may also seek 1o enjoin your activitles under Subparagraph 10.d.

e, You will sign and dellver to us appropelate electronle funds tranafer preauthorized draft forms for forms
serving the same purpose) for the Restaurant's checking account before you open the Restaurant. By signing these
forms, you suthorize us to withdraw money from the account on n timely besis to callect the appropriste Rayslty,
contributions to the Subway Franchisee Advertising Fund Trust, Interest. late fees, and other charges that you wil
owe, under this Agreement aor under 2ny other Franchiss Agresment you have with us, You authorize us to collect
synounts you owe to the Subway Franchisee Advertising Fund Trust under our own name,. for unpaid advertising
contributiona,

f. You will report your gross sales by telephone, facsimile, electronically, or by other means we permit,
within two (2} days after the end of the business week {currently Tuesday), You will submit weekly summartes
showing results of the Restaurant’s operations by the following Saturday, in writing or in electronic form, as we
permit, to locations we dealgnate. You will use and malntaln at the Restaurant a personal computer bssed point-
of-sale system and software compatible with our requirements and an address to send end recelve electronic mell
and attachments on the Internet and accesa to the Worki Wids Web, You agres to install additions, substitutions,
and upgrades to the herdware, software. and other jtems to meintain full operational efficiency and to keep pace
with changing technology and updates to bur requirements. You will record sl sales and designated business
information In your system {n the manner we specify in the Operations Manual. You will report your Information to
us clectronically at weekly or other intervals we specify, You also agree we mey call up or poll your system to
retrieve the {nformation at any time. We may estimate gross sales If you Jall to report on time., We may withdraw
money from your checking account for Royalty and advertiaing contributions under the sbove Subparagraph, for
the amounts then due besed on reported or estimated sales, We will adjust charges based on estimated gross sales
aher we determine actua] sales,

B You will ellow our representatives and our development agent and our development sgent’s
represantatives to entar your business presnises without prior notice during regular business hours to inspect,
audit. photocopy, and videotape your business operations and records, and to interview the Restaurant's
employees and customers. You will Keep all of the following at the Restaurant for a period of three (3) yoars: cash
reglater tapes, control sheets, weekly inventory sheets, deposit slips, bank statements and canceled checks, sales
and purchase records, business and’ personal tax returns, and accounting records, You also grant us permission
to exumine without prior notice to you, all records of any supplier relating to your purchases,

k. You will pay us, if we or our representatives determine that you under-reported gross sales, all Royalty,
advertising contributions and other charges due on the gross salas that were not reported, plus interest and the
late fee as provided in Subparagraph 11.f. I reported gross sales for any calendar year are less than ninety-elght
percent (88%) of the actual gross sales fur thet period, you will relmburse us for all costs of the: investigation that
dHscovered the under-reporting, including salarles, outside accountant fees, travel, meals, and lodging, You agroee
to pay for all costs of any audit that did not cocur due to your fallure to produce your books and records at the time
of audit i we notified you in writing of the audit at Jeast five {5) days belore the scheduled dete, Il you fall to submit
all of your information to be suditad. we may estimate your sajes. and charge you. ‘

1. You will pay weekly into the Subway Franchisse Advertislng Fund Trust (SFAFT", four and one-helf
peroent (4 %) of gross sales of the Restaurant. At any time, franchisees may temporarily or permenently increase
the advertising percentage for elther the country or any market designated by SFAFT by a two-thirds (2/3) vote on
the basls of one (1) vote for each operating restaurant. We and our Affiliates or another entity acting on behalf of
our franchisees may negotlate advertising contributdons and programs with suppliers. We or our Afiliate may
designate that advertising contributions be forwarded to SFAFT or be placed into an advertising fund to be spent at
our or our Alfiliete’s complete unresericted discretion for the benefit of framchisees. You acknowledge advertising
contributions may not benefit franchisees in any area in proportion to the amounts they paid,

J. You will not place "For Sale® or similar signs at or in the general vicinity of the Restaurant or use any
words in any advertising that ldentify the business offered for sale 83 a SUBWAY® restaurant.

k. You will maks prompt payment of all charges you owe to us, our Affillates, your vendors, and the
landlord of the premises, in addition to Royalty and edvertising cantributions to SFAFT, and pay all Sales Tax,
other taxes, and debts of the Restaurant as they become due,

I You will use or display the Marks on materials and stationery used in connection with the Restaurant
only as we permit and as provided In this Agreement or in the Operations Manual, You will display the following
notice in a prominent place &t the Restaurant;: *Ihs SUBWAY® tradetarks are owned bry Doctor's Associates
Inc. and the independent Franchised operator of this rescaursat is a Licenssd user of such tradesmaris.”



m. You will operste and promote the Restaurant undes the name SUBWAY?® or other name we dlrect
without prefix or suffix added to the name, You will not use the word "SUBWAY" rs part of a corparate or other
business name. You will not Heense of purchase vehicles, Axtures, products, supplies or equipment, or incur any
oblgatons except In your Indlvidue), corpocate or other business name, Any sign face beering the name SUBWAY*®
will remain our property even though you may have paid a third party to make the sign face. You will not establish
" a Jocal domain name for & webstte using the word *SUBWAY* without our prior written authorization, The domaln
neme must be registered under the name of DAL, We will require you to cancel your fegistration of the domatn
name If you fall to obain our prior written authorization. At our request, you suust remove any tnagpropriate
informatian we deem not to be in the best interest of the SUBWAY® franchise syatem. All present ot future goodwill
associated with the Marks belongs to us. You agree not to coatest the validity or ownership of any of the Marks, or
to asslst any other person to do so, You agree you do not have and you will not acquire any ownership rights in the
Marks, end you wil not reglster or attempt to register eny of the Marks, You agree to assign and transfec to us
your rights in or registrations of the Marks that you have or mey have. All references to the Marks In this
Agreement include any sdditional or replacement Marks associated with the System that we authorize you to use.

n. You will aiways Indicate your status as an independent franchised operator end franchisee to others A
and on eny document or information released by you in connection with the Restaurant,

8. RELOCATION OF THE RESTAURANT, You may relocate the Restaurant only with our price written
approval If the lease expires and 1a not renewed, or if the landlord terminates the Jease, you will have ome (1) year
o relocate the Restaurant provided you did pot breach the Sublease, You wlill pay a)l expenses and liabllitles to
terminate the lease and move if you relocate the Restaurant, If you materially breach this Agreement, we or our
deslgnee may cancel the Sublease with you after giving the notice required in the Sublesse,

7. TERM OF AGRERMENT. ¥, under local law, this Agreement must be registered then it will not become
ffective untll it is, The term of this Agreement §s twenty (20) years from the date of this Agreement and will
asutomatically renew for additional twenty (20) year periods unless elther party chooses not to rensw and sends ,
writter: notice 1o the other at least six {6) montha before the expiration of any twenty {20) year period, Upon renewel
you have the aption ta either ) continue under the terms of this Agreement and the royalty rate will increase to ten
percent {10%) with all ather terms and condftions of this Agreement remaining the same, or 1Y) you may sign our
then current Franchise Agreement which will replace this Agreement and which may contaln terms o condftions
- that differ from this Agreement, Including financlal terms, except for the royalty rate which will rematn at elght
percent (B%), This Agreement will be sutomatically renewed under option f) unless you send written notice of your
intent mfmnew under aption #) at lenst six (6) months prior to expiration of this Agreement, There will be no
renewal fee,

8. TERMINATION AND EXPIRATION PROVISIONS, -
a. fwe give you ten (10} days' written notice, we may, at our option and without prejudice to any of our other
rights or remedles provided under this Agreement, terminate this Agreement i () you abandon the Restaurant, or
(if) you fal] to pay any money you owe us, our Affilstes, SFAFT, the landlord of the premises, or any amounts we
may became linble to pay because of your action ar omission, oy {itf) you are evicted from the Restaurant Jocaton
for non-payment of rent or related charges. The notiee will specify the defautt and provide you ten (10) days to
remedy the default from the date of delivery of the notice,

b, I we give you ninety (80} days’ written notice, we may, at our option and without prefudice 3o any of our
other rights or remedies provided under this Agreement, terminate this Agreement if you {) do not substentially
perform all of the terms snd conditions of this Agreemant not otherwise covered In Subparagraph 8.a,, or () you
lose possession of the premises where the Restaurant is loceted, or () you unde-report your gross sales by two
percent (2%) or more for a calondar year, of (v) you become Insolvent, make axt sasignment for the benedit of
creditors or seek bankruptcy relief, sither reorgantzation or Jiquidation, in any court, legal or equitable, or f) you
lose any perimit or license which you need to operats the Restaurant, o (v) you fell to comply with your duties
under this Agreement or the Operations Manual, The notice will speclfy the default and provide you slxty (60) days

to remedy the default from the date of deltvery of the notice, If you cure the default within sixty (60) days, the
notice will be vold,

¢. Beginning with a second notice of defputt under Subparegraph 8., or B.b., we may tnclude a clause
that because of repeated cause for termination, your subsequent repeat of & given default in the next twelve(12)
months will be good cause for a fnal termination without providing you the oppottunity to remedy the default or
even i you remedy the default,

d. Our walver of anry of your defaults will not canstitute 8 watver of any other default and will not prevent
us from requiring you to strictly cornply with this Agreement.

e. Upon termination ar expiration of this Agreemsnt, all of your rights under this ement will terminate,
We have the right to repurchase the Restaurant at falr market value within thirty (30) dnyskg?wnnkwdm ar
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expiration of this Agreement. If we do not repurchase the Restsurant, you must change the appesrance of the
Resturant so it will no knger be identified as a SUBWAY® restaurant, and you must stop using the System,
including the Marks, signs, colors, Strctures, persona! camputer based point-of-sale system software developed for
SUBWAY® restaurants, peintexd goods and foems of advertising indicative of our sandwich business and return the
Operations Manual to us, You are required to cancel any permits, Licensss, registrations, certifications o other
consents required for lsaxing, constructing, or operating the Restaurant, If you fail to do so within a reasonable
time, we are authorized to cance! them for you, If you breach this provision, you will psy us 3250 per day for each
day you are in default, a3 being a reasonable pre-sstimate of the damages we will suffer, We may also seok to
enjoin your activitles under Subparagraph 10.d.

f."If any of the provistons above which permit us to terminats the franchiss violate your state law, if it
apples, such state law relating to termination will prevall over the offending provisions.

g. For one year after the termination, expirstion or trensfer of this Agreement, you will not directly or
indirectly engage In, or assist another to engage in, any sandwich bustness within three (3) myes of any Incation
where 2 SUBWAY® restaurnnt operates or operated in the prior year, You agree to pay us $12.500 for each
sandwich business locaton you ere assoclated with in the restricted ares in vialatdon of this Subparagraph, plus
eight percent (8%) of the gross sales of such location during the one (1) year period, as being a reasonable pre-
estimate of the dameges we will suffer, We may also seek to enjoin your activitles under Subperagraph 10.d,
Nothing in this Subparagraph or arry other provisian of this Agreemmnt grants you any teeritorial or other exclusive

rights. .

h. You acknawhedge the System inchudes confidentianl and propretary infarmation, including, but not
lmited to recipes, formulns, specifications, food preparation procedures, blueprints, vendor Usts, business
methods, forms and palicles, roarketing and developmestt plans, advertising programs, creative mateclals, methods
and plans, trade secrets, knowledge, techniques, and developments, information contained in the Operations
Manusl end the Subway o Subway publication, and all Information we ot our Affillates designate as confidential
(‘Confidentin) Information”). Confldential Information will remain our property ok our Affiliate's property. You will
not, during or after the teem of this Agreament, without our prior written cansent, disclose to any unauthorized
person or entty, or use for the benedit of any unsuthorized person or entity, any Canfldential Infarmation, You
a if you violate this provision, substantia! Injury could resik to us, our Affilistes, you end other
SUBWAY® franchivees. If you violate this provision, you will be liable to us for octr damisiges and we mey nlso seek
tn enfoin your activiles under Subparagraph 10.d.

1. Upan termination or explration of this Agreement, all telephone Hstings, telephane numbers, Internet
addresses end domain names used by the public to communicate with the Restaurant will sutematically become
our propercty if permitied by state law. In any event, you agree not to use any telephone numbers, Internet «
addresses or domaln names associnted with the Restaurant efter the tamdnation or expiration of this Agreement,

8, TRANSFER AND ASSICNMENT OF THE RESTAURANT.

r. You may only tranafer the Restaurant with this Agreement and enly with our prior written spproval, as
provided in this Parsgraph 8, You mey transfer the Restaurant and this Agresment to & nstursl persan or persons
{not a corpomton), providoed: (1) you first offer, In writing, to sell the Restaurant tous on the sams teerns and
conditions offered by » bona fide third party purchaser, we feil to accept the offer within thirty (30) days, and we
mpprove your contract with the purchaser; (2) ench purchaser hes s satisfactory oreddt rating, and ls of good moral
cherpcter; (3) each purchaser received a passing scoce on our standardized test (if not already s SUBWAY®
franchisee) end attended and successfully completed our training program or sgrees to sttend our first avallable
training program promptly after the sale (and then must succeashully complete the traintng program or will be in
default under the Franthise Agroement); (4) sach purchaser the required disclasure documents in
accordance with our palicles and federsl and state lawa, niles, and regulations, and signs the then current form of
Franchise Agreernent which will amend and replace this Agreement end may contein terms that differ from this
Agreement, including financia) terms, and sssumes the Subleese for the Restaurant: {5) you pay in full all money
you owe us, oiir Affiliates, and SFAFT, for sll your SUBWAY® restaurants and you tre not otherwiss in default
urider this Agreemnent; (6) you pay us §5,000 {plus eny appliceble Sales Tax) for our Jagal, accounting, walning, and
other expenses we incur in comection with the transfor; (7) you daliver & genersl releass in favor of us., the
Development Agert and our AfBliates, and ngents, representatives, shareholders, partners, directors, officers, and
emphyeesol‘mnndoftheDemiogmuAsﬂnnndmrMﬂlhwsdmodbyymmdmchpumhasmmd(a)ator
prior to the dme: of the transfer you bring the Restaurant into full carnpance with our then current standards set
forth in the Operations Manual, All tranafer documents will be in English in & furm satisfactory to us.

b. You may assign your rights under this Agreeroent to operate the Restaurant (but not this Agreement) to
a corporation {or similer entity) provided: (1} the corporation is newly organized and its sctivities are
excluaively to opernting the Restaurant; (2) you are, and remain at all times, the owner of the contralling interest of
the corporation: (3) the corparation delivers to us a written assumption of your tbligations under this Agreement;
(4) nil sharsholders of the corporation deliver to us & written guarantee of the full and prempt payment and
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perfarmance by the corporation of all Its obligations w us under the assignment: (5) you scknowledge to us in
writing that you are not relieved of eny personal labllity; and {8) you deliver a general release doscribed In
Subparagraph §.8., signed by you, the carporation, and each shareholder of the corporetion, You will also remain
persanally Hable under the Sublense,

c. Your rights under this Agreement may pass to your next of kin or legatee upan your death, Each such
trans{eree must receive & passing score on our standardized test 8f not alroady 8 SUBWAY® franchisee), deliver a
written assumption to us, and sgree in wrlting to attend our next training seaslon. Eech transferee must then
successfully complirte otr training program o will be in default under this Agreemart, The transferees will also
assume the Sublease In writing.

d. We may transfer and assign thls Agreement without your consant, and this Agreement will inure to the
benefit of our sucoessors and assigns.

10, ARBITRATION OF DISPUTES,

a, Any dispute, controversy or claim arlsing out of or relating to this Agreement or the breach thereof
shall be settied by arbitration. The arbltration shall be administered by an arbltration agency. such as the
American Arbitration Association AAA™) or the Amarican Dispute Resalution Center, In accordance with s
administrative rules including, ss applicable, the Commercizl Rules of the AAA and under the Expedited
Procedures of such rules or under the Optional Rules For Emergency Meesures of Protection of the AAA. Judgment,
rendered by the Arbitrator may be entered in any court having jurisdiction thereof, The costs of the arbitration will
be borme equally by the parties, The parties agree that Bridgeport, Conmecticut shell be the site for all hearings held
under this Paregreph 10, and that such bearings shall be before  single arbltretor, not & panel, and neither party
shall pursue class clalms and/or consolidate the arbitration with any other proceedings to which we are a party.

b. If you breach the terms of your Sublease, the Sublessor, whether us of our designee, may exercise its
rights under the Sublease, including to evict you from the franchised Jocatlon, Any action brought by the
Sublessar to enfores the Sublerse, including actions brought pursuant to the cross-default cisuse in Paragraph 6
of the Sublease {(which provides that a breach of the Franchise Agreement {3 & breach of the Sublease), Is net to be
constriaed 18 an arblreble dispute, ] ,

The partles agree that you may seek a stay of any eviction brought under the croas-default clause in Paregraph 6 of
the Sublease by filing & demand for arbitraton in accordance with Subparagraph 10.a, within thirty (30} days of
the Sublessor’s commencement of the eviction, The stay may be lifted upon concluslon of the erbltration, You may
not seek a stay of eviction for any actions involving non-payment of rent or in a case where an arbitration awsnd
under the Franchise Agreement has been issued.

t, You roay only seek damages or any remedy under law or equity for any arbitrable claim agamst us or
our successors Of r4signs, You agree that our AfMliates, shareholders, directors, officers, employees, agents and
representatives, and their sfillates, shall not be lisble nor named s a party in any arbitraton or ltigetion
proceeding commenced by you where the claim arfses out of or relates to this Agreement. You further agree that the
foregoing parties are intended benefictaries of the arbiradon clause; and that all claims against them that arlse out
of ar relate 30 this Agreement must be resolved with us through arbitration, If you name & party In any arbltration
or litigation proceeding in violaton of this Subperagraph 10.c., you will retmburse us for reasonable costs incurred,
Intluding but not limlted to, arbitration fees, court costs, lawyers’ fees, manegement preparation time, witness fees,
and tavel expenses incurred by us or the party.

d. Notwithseanding the arbitration clauss in Subparagraph 10.6., we mey bring an action for
infunctive rellef In eny court having jurisdiction to enforce our trademark or proprietary rights, the covenants not to
compete, or the restriction on disclosure of Confidential informadan in order to avold irreparable harm to us, our
affiiates anxd the franchise systern ms & whole,

. e, Any disputes concerning the enforceablity or scope of the arbitration clause shall be resalved pursunnt
to the Federnl Arblteation Act, 8 U.S.C, § gt agq. (FAA”), and the parties agree that the FAA preempts any state law
restrictions (Including the site of the arbitration) on the enforcement of the arbitration clause in this Agreement. If,
prior to an Arblitratoe’s final dectslon, either we of you comumencs an action in any court of a claim thst arises out of
or relates to thls Agreement (except for the purpose of enforcing the arbitration clause or as otherwise permitted by
this Agreement), that party will be responathle for the other party’s expenses of enforcing the arbltration clavuse,
including court costs, erbltration filing fees and other costs and attorney's fees,

f. We and our Affiliates, and you and your Affiliates, will niot withhold &ny money due to the other party
and its Affitiates, under this Agreement or eny other agreement. A party or its Affliate that withhalds money In
violatlon of this provision will relmbuurse the party or tts Affiliate whose money Is withheld for the reasonable costs
to callect the withheld money, notwithstanding the provisions of Subparagraph 10,1, These costs Include, but are
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riot lntted to, mediation and arbltration fees, court costs, lawyers' fees, management preparation time, witness
foes, pnd travel expenses incurred by the party or its Affillate or SFAFT, or its agents or representatives.

. If a party () commences action in any court, except to compe! arbitration, or except as specifcally
pamlms under this Agreement, pror to an arbitrator's final declsion, or (i) commences any arbltretion in any
forum except where parmitted under this Paragreph 10, o if) when permltted to commence a litigation proceeding,
commenoes any Htigation proceeding In any farum except where permitted under this Paragraph 10, then that
party (s In default of this Agreement. The defaulting party must commence rbitration {or a litigation proceeding, If
perraitted under this Paragraph 10), ina permitted forum poior to any award o final judgment. The defaulting
party will be responaible for all expenses Incurred by the other party, Including lawyers' fees, Subject to federal ar
state law, i a party defaults under any other provision of this Paragraph 10, or under any provision of Paragreph
177 or Paragraph 18, including. but not imited to, meking & claim for spacial, Incldental, consequential, punitive, or
multiple demages, or damages in excess of the amount permitied under this Agreement, o you name a person or
entity In any arbitration or legal proceeding others than us, the defaulting party must correct its clatm, The
defaulting party will be respansible for all expenses incurred by the other party. or the tmproperly named persons
or entities, Including lawyers' fees, and will be lisble for abuse of process.

11. OBLIGATIONS OF THE PARTIES. The parties slso agree es follows:

a, You are, and will st all times be identified as, 8 natural person and an Independent contractor. You are

not cur agent, partier, or employee, This Agreement does not create a partership, Joint venture, agency, or
fiduclary relatianship. .

b. Allormypm‘tolywrﬁghtsandix‘l‘vihgw under this Agreement will return to us if for any reason you
abandon, surrender, or suffer revocation of your rights and privileges.

¢ Ji, for any reason, any court, sgency, of tribunal with valid jurisdiction in a proceeding to which we are 2
party, decldes in e finsl, non-eppealable ruling. thet & portion of this Agreement ls contrary ta, of in conflict with
any applcable present or future law. e, or regulstion, after giving such portion the broadest legal interpretation
possible. then that portion will be Irtvalid and severable, The remainder of this Agreement witl not be affected and
will continus to be given full farce and effect, Any invalid portion will be deemed ot to be a part of this Agreement
as of the date the rullng becomes final if you sre & party to the proceedings, or upon your recetpt of notice of
nonenforcesnent from us, If a court, agency, or tribunal deckdes a covenant not to compete is too broad a8 to scope,
time, or geographlic area, the parties suthorize the court, agency os tribunal to modiy the covenant to the extent
necessary to make it enfarceabie,

d. No previous course of dealing o usage in the trade not speclfically set forth In this Agreement willbe
adsrisstble 1o axplain, modify, or contradict this Agreement,

e. The parties will give any notice required under this Agreement In writing, snd will send 1t by certified
madl, registered mall or by & mail sexvice which uses » tracking system, such as Aithormne Express or Federnl
Express, We will address notices to you at the Restaurant or at your home untll you designate a different address
by written notice to us, You must notify us of any address changes, Including changes to your electronic matl
address, You will address notices to us to Doctor’s Associates Inc., 325 Bic Drive, Miford, CT 08460-3059,
Attentinn Legal Department. Any notice will be deemed given t the dats and time it is recetved, or refused, or
dalfvery Is made impossible by the intended recipient. )

f. ¥ your payment is more than one {1) week late you will pay & late fee equel to ten percent {10%) on any
Royzlty, advertising contribudons, or other charges you will owe us under this Agreement, Also, you will pay
interest on all your past-due sccounts at up to elghteen percent (18%), but the late fes and interest witl not be
greater than the masdmum rate allowed by law in the state In which our principal office i located or the Restaurant
{s Jocated, whichever is higher,

g You must immedistely notify us of eny Infringement of or challenge: to your use of any of the Marks, or
claim by any person of any rights in any of the Marks, We will Indemnify you for all damages for which you are
held Jiable ih any proceeding arlsing out of the use of any of the Marks in compliance with this Agreement, provided
younodfyuspmmpﬂy.coopemmlnﬁwddmaeo(theci,llm.unda!bwws'I)cmtmlthednfenscofﬁwacthn. Ha
third party challenges any of the Marks clatming infringement of alleged prior or superior rights in the Mark, we
will have the option and right to modify or discontinue use of the Mark and edopt substitute Marks in your
geographical business areas and In other arens we seloct. Our lability to you under such circumstances will be
limited to your cost to replace signs and advertising materials, You acknowisdge and agree we have the exclusive
right to pursue any trademark Infringement claims ageinst third parties.

h. If we must purchase the Restmurani's equipment, leasehold improvements, o both, undet any
applicable state law, rule, regulation, oc court declsion, If we teeminate this Agreement, the purchase price will be
your original cost, less depreciation and amartization, based on a five (5) year life under the straight-ine method,
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i, If the landlord terminates the lease for the Restaurant and an arbitrator or court determines you did not
breach the Sublease and It was our fault or our Affillate’s fault the landloed terminated the lease, our obligation to
you will be limited to the original cost of your leasehold improvements, less depreciation based on a five (5) year e
under the stralght-line method, We will pay you when you reppen the Restaurent In & new location. If the
arbliratur or court determines you breached the Sublease or It was not our fault or our Afflliate’s fsult the lundlord
terminated the lease, we and our Afflliate will have no obligation to you for trrminetion of the lease.

Jo 1 we sre In default under this Agreement, you may give us written niotice by certified mall, registered
mall or by a mall service which uses a tracking system, such as Alrborne Express or Federal Express, within ninety
{90) days of the start of the default clearly stating each act oc omisslon constituting the default. If we do not cure
the default to your satiefaction within sixty (60) days afier we recetve your notlce, you' may give us notice that an
arbltrable dispute exists, The parties will work diligently to attempt to resolve the arbltrable dispute In accordance

with Paragreph 10,

k. You will pay us Sales Tax or other tax sssessed on all payments you make to us that we must collect
fram you or pay ourselves to the taxing authority. ' '

L. You will pay uy any applicable Sales Tax or other tax on behelf of the local taxing authority at the ssme
time and in the same manner you pay for the taxable goods or services, whether or not the requirement {s

specifically stated in this Agreement.

m. You understand and acknowledge this Agreement does not grant you any territorial rights and there
are no redius restrictlbns or minimum population requirements which Imit where we can license or apen another
SUBWAY® restsurant. unless provided under applicable state law. We and our Affllates have unitmited rights to
compeis with you and to license others to campete with you, You understand and acknowledge we and our
Affiliates retain the exclusive urestrictod right to produce, distribute, and sell food products, beverages, and other
products, under the SUBWAY® mark or any other mark, directly and indirectly, through employees,
representatives, licensees, assigns, agents, and othrs, at wholesale, recall, and otherwise, at any Jocstion, without
restriction by any right you may have, and without regard to the location of any SUBWAY® restaurant, and these
other stores or methods of distributlon may compete with the Restaurant and may adversely affect your sales, You
do not have any right to exclude, contral. or impose conditions on the Jocation or development of any SUBWAY®
restaurant, other restaurant, store or other method of distribution, under the SUBWAY® mark or any other mark.

n. You acknowledge it Is our intent to comply with all anti-terrorium laws enacted by the US Government,

- You further acknowledge that we may not carry on business with anyone offictally recognized by the US .
Government as & suspected terrorist or anyone otherwise associated directly or Indlrectly with terrorist activities.
The parties agree that i, at any ime during the term of this Agreement, it is determined that you are a suspected
terrorist or otherwlise assoclated directly or indirectly with terrorist activitles, that this Agreement will be terminated
tmmediately, You acknowledge that you are not now, and have never been a suspected terrorist or otherwise
associated directly or mydlm?ﬁy with ctifnmrlsz acﬁvﬂ:t;y, Inctuding but nnt Umited to, the contribution of funds to a
terrorist organization, You further scknowladge that it {s not Intent ar purpose to purc .
franchise to fund or partidpate In tervorist activities, o purchase SUBWAY

o. You authorize us, for business purposes relating to the sadministration of this Agreememt and the
operation of the System (the "Purposes”), to use your information which may include, but Is not Yimited ta your
name, business or home address, business or home telephone number, emedl address and business records {Your
information”). You understand and acknowledge that we may disclose Your Information to the following third
parties for use in connection with the Purposes: vendars, your local independent purchasing cooperative or
corporation, and the chainwide and local SFAFT. In addition, we will disclose Your Information including to
prospective and existing franchisees and government agandes through disclosure In our Offering Circular. We will
also honor vulidly served subpoenas, warrants and court orders. You further ecknowledge that, from time to e,
o Gaslget 1 bonduck such an TnvasCBACvE backBroLT SeArcD. o eCoasA, W e enee) et
or our nee to conduct such an grou ., 88 1 , which may reveal
about your business experience, educational background, criminal record, civil jJudgments, p}vlaperty m&m
liens, sssocation with other individuals, creditworthiness and job perfarmance. ’ '

12. TERMS, REFERENCES AND HEADINGS. All teemes and words In this Agreem deem
Include the comrect number, singular or plural, and the correct gender, maesculine, femwngtrw’nznzem as tﬁim
context or sense of this Agreement mey require, Each bdividual signing this Agreement as the franchisee will be
Jointly and severally lable. References to “you® will indude all such individuals collectively and individually.
References to dollars (§) in this Agreement refer to the lawful money of the Urdted States of Amerdca. The
&amgraphd};admgs do not form part of thls Agreement and shall not be taken Into ascount in its construction or
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13. GOVERNING LAW. This Agreement will be governed by and construed In accordance with the
substartive laws of the State of Connecticut, without reference to its condlicts of law, oecept as mey otherwise be
provided in this Agreement, The parties agree any franchise law o business opportunity law of the State of
Conmectiout, now in effect, ar adopted or amended after the date of this Agreement, will not apply to franchises
Iocated outside of Cannecticut, This Agreement, including the Recitals and all exhibits, cortains the entire
understanding of the parties end supersedes any prior written or oral understandings or agreements of the parties
relating to the subject matter of this Agreement. The parties may not asmend this Agreement orally, but only by &
written agreemnent, except we may amend the Operations Manual from tima to time s provided In this Agreement.
The provisions of this Agreement which by thelr terms are intended to survive the termination or explradon of this
Agreement, Including, but not Umited to, Subparagrephs 5.¢., 5.h., 5.k., 8.d., 8.e.,8.8., 8.h.. §11.b., 1L.h,, L1,
11.m. and 1}.n., and Paragraphs 10, 13, 14, 15, 16, 17, and 19, will survive the termination or expiration of this

Agreement.

14. AMENDMENT OF PRIOR AGREEMENTS, The parties went to encoursge advertising cooperation and
franchisee compliance, provide for amicable, timely, and cost effective resalution of Disputes with Hmitations on
liabllity, and clarify certain provisions of existing Franchise Agreements. To achieve these goals, this Agreement
has revised provisions regarding paymernt of taxes, costs and expenses, responsibdlity for employment practices and
employees, insurence, indemnification, increasing advertising contributions, reporting (nformatian electronically by
personsl computer based paint-of-sale system, defsults and termination, interest and Iate fees, dispute resohution,
no territorial rights and our unlimited right to compete, governing law, merger clause, continuing effect, and
limttation of lability, You agree to accept the provisions set forth in Subparagraph 5.b.,

Subparagraph ] 1.10.. Subparagraph 11.5., Subparagreph 11.0.. Paragraph 13, and Paragraph 17 in this
Agreement. for this Agreement and to the emendment of all your other existing Franchise Agreements with us to
include these provisions (f the existing Franchise Agreements do not already include these provisions). BACH OF
YOU SIGNING THIS AGREEMENT AS FRANCHISEE ACKENOWLEDGES AND UNDERSTANDS THAT THIS
PARAGRAPH 14 AMENDS ALL YOUR EXISTING FRANCHISE AGREEMENTS WITH US, AND ANY SUCH
AMENDMENT WILL SURVIVE THE TERMINATION OR EXPIRATION OF THIS AGRREMENT. Thiy Paragraph 14
amends eny existing Franchise Agreement you have if every individua) who signed the existing Franchise
Agreement as franchisee signs this Agreement or enother Franchise Agreement eontsining the provisions of this
Paragraph 14,

15. RELRASE, You acknowledge no employee, agent, or representative of ours, oe our Affillates, or our
development sgents, has made any representations to you, and you have not relled on any representations, except
for the representations cantained in this Agreement, the Offering Circulsr, and our advertising materials, and

axcept those you have written In below; 5

16. NO PRIOR CLAIMS, You represent that as of the date of this Agreement, you have no clalms of sny
type against us, our Affiliates, or the Development Agent, or pur agents, representetives, shareholders, directors,

officers, and employees, or those of our Affillates and the Development Agent, except those you have written in
below:

You hereby release each of thess individuals and entties from all claims other than those you listed. above,
You acknowledge and understand that any st of clatms and the general release will include any alloged breaches

of franchise ar other laws, and any alleged breach of agreement. relating not only to this Agreement, but alsa to any
other franchise you have or had with us at any time.

17. LIMITATIONS ON DAMAGES. EACH PARTY HEREBY WAIVES, WITHOUT LIMITATION, ANY RIGHT IT
MIGHT OTHERWISE HAVE TO ASSERT A CLAIM FOR AND/OR TO RECOVER LOST PROFITS AND OTHER
FORMS OF CONSEQUENTIAL, INCIDENTAL, CONTINGENT, FUNITIVE AND EXEMPLARY DAMAGES FROM THE
OTHER EXCEPT AS PROVIDED HEREIN. EACH PARTY'S LIABILITY SHALL BE LIMITED TO ACTUAL
COMPENSATORY DAMAGES. ACTUAL COMPENSATORY DAMAGES SHALL BE THE GREATER OF (1) $ 100,000.00,;
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OR {2) AT YOUR SOLE DPTION, ALL AMOUNTS PAID TO US FOR FRANCHISE FEES AND ROYALTIES FOR THIS
AGREEMENT FOR UP 'TO THREE YEARS FRECEDING THE DATE OF ANY AWARD HEREIN, IF YOU CHOOSE
OPTION (2), WE WILL ALSO REPURCHASE YOUR EQUIPMENT, PURCHASED FROM CR THROUGH US, AT
DEPRECIATED VALUE USING THE FIVE YEAR, STRAIGHT LINE METHOD OF CALCULATION. EACH PARTY
ACKNOWLEDGES THAT IT HAS HAD A FULL OPPORTUNITY TO CONSULT WITH COUNSEL CONCERNING THIS
WAIVER, AND THAT THIS WAIVER IS INFORMED, VOLUNTARY, INTENTIONAL, AND NOT THE RESULT OF
UNEQUAL BARGAINING POWER.

18. WAIVER OF JURY TRIAL. EACH PARTY HEREBY WAIVES, WITHOUT LDMITATION, ANY RIGHT IT
MIGHT GTHERWISE HAVE TO TRIAL BY JURY ON ANY AND ALL CLAIMS ASSERTED AGAINST THE OTHER. THIS
WAIVER IS EFFECTIVE EVEN IF A COURT OF COMPETENT JURISDICTION DECIDES THAT THE ARBITRATION
PROVISION IN PARAGRAFH 10 IS UNENFORCEABLE, EACH PARTY ACKNOWLEDGES THAT IT HAS HAD A FULL
CPPORTUNITY TO CONSULT WITH COUNSEL CONCERNING THIS WAIVER. AND THAT THIS WAIVER IS
INFORMED, VOLUNTARY, INTENTIONAL, AND NOT THE RESULT OF UNEQUAL BARGAINING POWER. EACH
PARTY AGREES THAT ANY SUCH TRIAL SHALL TAKE PLACE IN A COURT OF COMPETENT JURISDICTION IN
CONNECTICUT,

18, CONSENT TO TERMS OF AGREEMENT. You acknowledge you read and understand this Agreement.
Including any addenda and exhiblts, and you agree to be bound by all of itg terms and conditions.

20, ACKNOWLEDGEMENT. YOU ACKNOWLEDGE NO REPRESENTATIONS HAVE BEEN MADE TO YOU
EXCEPT THOSE SET FORTH IN THIS AGREEMENT, THE OFFERING CIRCULAR, AND OUR ADVERTISING
MATERIALS; AND YOU HAVE NO CLAIMS OF ANRY TYPE AGAINST US, OUR AFFILIATES, THE DEVELOPMENY
AGENT, OR OUR AGENTS, REPRESENTATIVES, SHAREHOLDERS, DIRECTORS, OFFICERS AND EMPLOYEES,
OR THOSE OF OUR AFFILIATES AND THE DEVELOPMENT AGENT, EXCEPT ANY REPRESENTATIONS OR
CLAIMS YOU WROTE IN THE SPACES PROVIDED IN PARAGRAPHS 15 AND 16.

IN WITNESS WHEREOF, the partles have executed this Agreement, as of the date Arst written above,

R'S/ASSOCIATES INC.

Du?y Author1zed
Tltle:

Franchisee Faroog S. Sharyar

Franchisee

Franchisen

DAl 10/04
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DOCTOR'S ASSOCIATES INC. 328 Bic Drive  Mitford CT 06460-3059 (203) B77-4251

Franchise #_1878

ADDENDUM TO THE FRANCHISE AGREEMENT

This Rider dated March 2, 2004 emends and supplements the Franchise A greement

dated March 2, 2004 between Doctor’s Associates Inc., & Florida corporation (“we”), and
Waqas M. Saleemi and Faroog S. Sharyar ("you™).

AGREEMENT:;
The partics arsend snd supplement the Franchise A greement as follows:
1. Paragraph 9.a. is amended by adding the following at the end:
We will not unreasonsbly withhold our consent to transfer.

2. The Franchise Agreement, as amended and supplemented by this Rider, containg the entire understanding of
the parties and may not be further amended except in writing. The Frenchise Agreement, as emended and
supplemented by thig Rider, is ratified and affirmed.

3. You acknowledge you read and understand this Rider and the Franchise Agteement and consent 1o be bound
by all the terms and Conditions of the Franchise Agreement as amended and supplernented by this Rider.

IN WITNESS WHEREOF, the parties have executed this Rider as of the date first written above,

/\/\X ~ ﬁr’s Associates lnb;
Franchisee Waqas M, S%%emi 7 Duly Authorized _

Franchisee  Farpoq S, Sharyar

Franchisee



ADDENDUM TO THE OFFERING CIRCULAR AND PRANCHIYE AGREEMENT
FOR THE STATE OF WASHINGTON

THIS ADDENDUM TO THE OFFERING CIRCULAR AND FRANCHISE AGREEMENT s agreed to this 2nd of
March . 2004 , between Doctoc's Associates Inc. and ¥30Q8s M, Saleen) —
Farong S, Sharyar to amend end revise the Offering Clrcular and Franchise

Agreement as follows:
ltem 19 of the Offering Clrcular is smended by deleting the third, fourth and fifth paregraphs.

These states have statutes which may supersede the Franchise Agreement in your relationship with the franchisor
Including the areas of terminetion and renewa! of your franchise: ARKANSAS (Stat. Sectian 70-807), CALIFORNIA (Bus, &
Prof. Code Sections 20000-20043), CONNECTICUT (General Stat, Section 42-133e et seq.), DELAWARE (Code, tit.),
HAWAIL (Rev. Stat, Section 4R2E-1), ILLINOIS (815 ILCS 705/18 and 705/20), INDIANA {Stat. Section 23-2-2.7),
MICHIGAN (Stat. Section 18.854(27), MINNESOTA (Stat. Section 80C. 14), MISSISSIPPI {Code Section 75-24-51),
MISSOURI (Stat. Section 407.400), NEBRASKA (Rev. Stat, Sectlon B-401), NEW JERSEY (Stat. Section 56:10-1), SOUTH
DAKOTA (Codified Laws Sectlon 37-5A-51), VIRGINIA ({Code 13.1-557-574-13.1-564), WASHINGTON (Code Section
18,100.180), WISCONSIN (Stat. Section 135.03), These and other states may have court declalons which may supersede
the Franchise Agreement in your relationship with the franchisor including the aress of termination and renewal of your
franchlse.

In any arbitration {nvolving & franchise purchased In Washington, the arbitration site shall be either In the state of
Washington, oe In a place mutually agreed upan st the time of the arbitration, or as determined by the arbitrator.

In the event of a conflict of laws, the provisiona of the Washington Franchise Investment Protection Act, Chapter 16,100
RCW shall prevall. ‘ .

A release or walver of rights executed by & franchisee shall not include rights under the Weshington Franchise Investment
Protection Act except when executed pursuant to a negotinted settlement after the agreemant is In effect and where the
parties represented by independent counsel. Provisions such as those which unreasonably restrict or Himit the statute of
limftations period for dalms under the Act. rights or remedies under the Act such as a right to a jury trlal may not be
enforceable,

Transfer fees are collectable to the extent that they reflect the franchisor's reasonable estimated or actual costs In effecting
the transfer.

The undersigned does hereby acknowledge recelpt of this addendum, *
R'S ASSOCIATES INC,

Duly Avthorized chisee Waqas Mo Salee

Pranchisee Farooq 5. Shar

Franchisee

Franchlsee

WA 12/01
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FRANCHISE #14570

DATE EXECUTED __ June 14, 2006

FRANCHISE AGREEMENT

DOCTOR'S ASSOCIATES INC.
wifh

Wagas Saleemi
Faroog Sharyar

&
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FRANCHISE AGREEMENT

This Franchise Agreement (this “Agreement”) Is made ___Jane 14, 2004 between Doctor's AssoCiates

Inc., 2 Florida corporation with a principal office in Fort Lauderdale. Florida {"we” or “us'), and Waqas Salecmi and
Farooq Sharvar of WA ("you®), for one (1) SUBWAY® restaurant (the “Restaurant’) to be located within the territory

of Development Agent Ethan Golf (the "DA") or the DA's successor(s}, under DA contract number 580, as specified
in Item 2 of the DA Offering Clrcular in effect as of the date of this Agreement

RECITALS

A. We own a proprietary system for establishlng and operating restaurants featuring sandwiches and
salads under our trade name and service mark SUBWAY* (the “System’). We developed the System spending
considerable money, time, and effort. The System Includes the trademark SUBWAY®, other trademarks, trade
names, service marks, commercial announcements {slogans) and related insignia (logos) we own (the "Marks"). The

System also includes goodwill associated with the Marks, trade dress, recipes, formulas, food preparation
" procedures, business methods, forms, policles, trade secrets, knowledge and techniques,

B. We operate and [ranchise others to operate SUBWAY? restaurants using the System, including the
Marks. '

C You want access to the System to establish and operate the Restaurant at a location you select and we
approve

D. You acknowledpe the System includes confidential and proprietary information which we, our Affiliates
{defined below), and the development agents, franchisees and agents of us or our Afiihates, will give you to use only
to establish and operate the Restaurant  An "Affillate” means a person or entity that directly or indirectly through
one or more intermedlaries, controls, is controlled by, or 1s under common control with, another person or entity,

E. We have granted, and will continue to grant, access to the System to others to establish and operate
SUBWAY® restaurants, Our goal is to be the number one quick service restaurant system in every market we enter
and we plan to open many more outlets in all markets that we choose to develop  This Agreement does not grant
you the right to own additional SUBWAY*® restaurants. You acknowledge we-do not have to sell you additional
{ranchises or consent to your purchast of existing franchises,

F. You acknowledge the only consideration we receive from you for granting you the license to use the
System consists of the Franchise Fee, the Royalty and performance of your other promises under this Agreement

G. You acknowledge you personally received our Franchise Offering Circular and its exhiblts, including
this Agreement (the "Offering Circular’), at or prior to your first personal meeting with our erployee, developrent
agent, agent, or representative and at least ten (10) business days belore you signed this Agreement, and you
signed a Receipt for the Offering Circular.. You represent you carefully reviewed the Offering Clrcular and had
enough time to consult with a lawyer, accountant, or other professional advisor, If you wanted, and you understand
and agree to be bound by the terms, conditions, and obligations of this Agreement, You also represent you had full
opportunity, with the help of a professional advisor If you used one, te ask us and our employees, development
agents, agents, or representatives, all appropriate questions and we and our employees, development agents,
agents or representatives answered all of your questions to your satisfaction, except questions on the subject of
potential earnings, discussed in the following paragraph. If you did not use a professional advisor, you represent
you are satisfied relying on your own education, experience, and skill in evaluating the merits of a franchise
offering

H. You acknowledge no employee, agent, or representative of ours, or of our Affihates, or our development
agents, made any oral, written or visual representation or projection to you of actual or potenitial sales, earnings, or
net or gross profits, You also acknowledge no employce, agent, or representative of ours, ar of our Affiliates, or our
development agents, has made any statements that are contrary to, or different from, the information in the
Offering Clrcular, including but not limited to any statements about advertising, marketing, media support, media
penetration, training, store density, store locations, support services and assistance, or the costs to establish or
operate a SUBWAY® restaurant, except for any statements you wrote in at Paragraph 15

I. You represent you understand the risks of owning a business and speclfically the risks of owning a
SUBWAY®* restaurant, and you arc able to bear such risks You acknowledge the success of the Restaurant will
depend primarily on your own eflorts and abilities and those of your employees, and you will have to work hard andy
use your best efforts to operate the Restaurant You also acknowledge other factors beyond our or your control will
affect the Restaurant's success, including but net imited to, competition, demographic patierns, consumer trends, .
Interest rates, cconomic conditions, government policies, weather, Jocal laws. rules and regulations, legal claims, (



inflation. labor costs, lease terms, market conditions, and other conditions which may be difficult to anticipate,
assess, or cven Identify, You acknowledge that you are subject to all federal, state and local laws relating to the
franchise business. You recognlze some SUBWAY?® restaurants bave failed and more will fail in the future. You
understand that your success will depend substantlally on the location you choose. You acknowledge our approval
of the location for the Restaurant does not guarantee the Restaurant's success at thal location and the Restaurant
may lose money or fail. : :

J. This Agreement does not grant you any territorial rights and we and our Allibates have unlimited nghts
to compete with you and to hicense others to compete with you.

K. YOU UNDERSTAND AND ACKNOWLEDGE THAT PARAGRAPH 14 OF THIS AGREEMENT AMENDS
ANY EXISTING FRANCHISE AGREEMENTS YOU HAVE WITH US, to include the following provisions of this
Agreement Subparagraph 5.b. (regarding compliance with apphcable laws and Operations Manual and royalty
increase for non-compliance), Subparagraph 5.c, (regarding payment of taxes, costs and expenses, responsibility
for employment practices and employees, insurance and indemnification), Subparagraph 5.1 (regarding reporting
informatlon electronically by personal computer based point-of-sale system, SUBWAY® Cash Card Program and
other new technology Initiatives, high speed broadband connection, real-time sales reporting, providing electronic,
audio and video data and acceptance of debit and credit cards), Subparagraph 5. (regarding record keeplng),
Subparagraph 5 h, (regarding fees for under-reporting), Subparagraph § 1. {regarding payment of advertising
cantribution$ and increasing advertising percentage), Subparagraph 5§ m, (regarding use of domaln names),
Paragraph 8 (regarding dcfaults and termination), Paragraph 10 (regarding dispute resolution), Subparagraph 11.1,
{regarding interest and late fees), Subparagraph 11.m, (regarding no temntorial rights and our unlimited right to
compete), Subparagraph 11.n, (regarding complance with anti-tertorism laws), Subparagraph 11.0, { authorization
10 use personal information and to conduct an investigative background search), Paragraph 13 (regarding
governing law, merger clause and continuing effect), and Paragraph 17 (regarding limitation of iabllity),

L. YOU UNDERSTAND AND ACKNOWLEDGE ALL DISPUTES OR CLAIMS ARISING OUT OF OR RELATING
TO THIS AGREEMENT, EXCEPT FOR CERTAIN OF QUR CLAIMS DESCRIBED IN SUBPARAGRAPH 10.d , WILL BE
ARBITRATED IN CONNECTICUT, UNDER PARAGRAPH 10 BELOW, IF NOT OTHERWISE RESOLVED,

AGREEMENT:

Acknowledging and agreeing to the abave recitals, we and you {the "partes®) further agree:

B

1. FRANCHISE FEES. When you sign this Agreement, you will pay us the Franchisc Fee checked below,
which we will not refund except as we specifically provide for below. |Check one] \

a, Standard Fee. $15.000. You will pay our standard fee for a first or additional franchise We may
refund one-half (1/2} of your Franchise Fee if you fail to achieve a passing scote on the standardized test conducted
during the training program as provided in Subparagraph 5.a.(2). If you sign this Agreement, including the Specific
Location Rider, we may refund your Franchise Fee as provided In Subparagraph 5 a.(1) of this Agreement as
amended by the Specific Location Rider,

b. Reduced Fee, $7.500 () You representyou are currently a SUBWAY® franchisee and all of
your franchises are in substantial compliance as defined in the Operations Manual (referenced in Subparagraph
5.b.) and there are no defaults under any Franchise Agreements; or (if) You are purchasing your first SUBWAY®
franchise’for a non-traditdonal location we approved and you are a convenience store operator, a food service
management company, or ather cornpany that provides its own food services, (and you have 50 or more locations or
you have a net worth of at least $10 million as shown on an audited balance sheet); or you are a cooperative,
foundatlon, a qualificd non-profit charity, hospital, university, college, other school, or an indian nation, or
governmental agency or entity: or (i) You are purchasing your first SUBWAY* franchise for a non-traditional
Jocation we approved to be located in a portion of an existing facility you own, lcase or otherwsse control under a
management agreement and you are a franchisee in good standing of a nationally branded gasoline retailer I you
are purchasing a franchise for a non-traditional location under clause (if) or clause (ili), we may disapprove the
location within ninety (90) days, terminate this Agreement and rcfund the Franchise Fee. If any of these
representations are not true (based upon the most recent store evaluation) when the ReStaurant opens, you agree
to pay an additional $7,500,

c. Extension Fee. $1,000 You previously signed a Franchise Agreement and paid a Franchise Fee but
did not sign a Sublease in the time permitted. The original Franchise Agreement Is replaced by this Agreement,
You agrec to sign a Sublease within two (2) years with no right to any extension

d Satellite Fee $5,000. You will operate the Restaurant as a limited restaurant supported by an
existing Base Restaurant, as defined in the Satellite Rider  This Agreement for the Restaurant, including the oy
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Satellite Ruder, 1s the separate Franchise Agreement for the satellite restaurant,  We will refund the Franchise Fee
for the satellite restaurant as provided in Subparagraph 5.a(1) of this Agreement as amended by the Satellite Rider.

t Add OnFee. §11,250 Individuals who are existing SUBWAY® franchisees represent their franchises
arc in substantial compliance with the Operations Manual and there are no defaults under any Franchise
Agreements, The Franchise Fee is the reduced Franchise Fee of $7,500 plus an add-on fee of $3,750 to add
individuals who are not SUBWAY® franchisces If the representations of the existing franchisees are not true when
a leasc Is signed, you agree to pay an additional $3,760 We may refund your add-on fee of $3,750 if an Individual
is added to this Agreement and fails to achieve a passing score on our standardized test conducted during the
training program as prowvided in Subparagraph 5.a.(2).

f. School Lunch 30, A school board, school district, municlpality or institutional food servite provider {or
its nomnee), or an individual exdsting franchisee 1s signing this Agreement to establish a restaurant in a school
{grades K-12). This Agreement includes the School Lunch Rider

XX _p. Transfer, $0, Franchise No 14570 owned by Douglas Petersen and Jean Petersen ("Seller”) was

transferred to you (Seller may have paid a transfer fee ) The Seller's Franchise Agreement is replaced by this
Apreement :

h. Amendment or Renewal. $0. This Agreement replaces and/or rencws the Franchise Agreement dated

2. ROYALTY PAYMENTS. You will pay us weekly a Royalty equal to eight percent (8%) of the gross sales
from the Restaurant and each sandwich restaurant you operate throughout the term of this Agreement, except as
provided in Subparagraph 5,b, "Gross sales” means all sales or revenues, including catering and delivery, from
your business exclusive of Sales Tax (as defined in Subparagraph 5 c.},

3. PERMITTED ACCESS TO THE SYSTEM AND MARKS., We grant to you during the term of this
Agrecment -

a Continued access to the System, Including the loan of a copy of the Operations Manual,
. %
b. Continued access to information pertaining to new developments, improvements, techniques and
processes in the System,

¢. Alimited, non-exclusive license to use the Marks in connection with the operation of the Restaurant at
one (1) location at a site we and you approved

4. OUR OBLIGATIONS. We will provide you during the term of this Agreement

a. A training program for establishing and operating a restaurant using the System, at a location we
" chonse You will pay all transportation, lodging, and other expenses to attend the training program,

b A representative or development agent of ours to call on during our representative's or development
agent's normal business hours for consultation concerning the operation of the Restaurant,

€. A program of assistance, including periodic consultations with our representative or development agent
in a location we choose, an electronic newsletter advising of new developments and techniques in the System: and

access during their normal business hours to specified olfice personnel you may call for consultations concerning
the operation of the Restaurant, :

5. YOUR OBLIGATIONS. You agree to do the following:

a. Inregards to the Sublease for the Restaurant

(1) You will sign a Sublease or in limited circumstances a license for the Restaurant (*Sublease”)
within two (2) years after signing this Agreement If you do not, this Agreement will
automatically expire unless you 1) request and arc granted an extension, H) pay an extenslon
fec of $1,000 US. and ii)) sign our then current franchise agreement.

(2} Before opening, you must successfully complete the tralning program we provide under
Subparagraph 4 & You may be dismissed from the training program and this Agreement may
be terminated Il you fail 1o act in a professional manner at all tmes during the training ny
program in accordance with our Business Code of Conduct. Your Franchise Fee will not be P (
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refunded, You may be required to achleve a passing score on our standardized test conducted
during the training program. If you fail to achieve a passing scare. you will have the option to
take one final retest. If you fail to achieve a passing score on the final retest or you opt not to
take the final retest, we may disrmuss you from the training program, cancel this Agreement and
refund one-half (1/2) of your Franchise Fee, If more than one individual signs this Agreement,
any one of the individuals who does not achieve a passing score on the test may be dismissed
from the training program. removed from this Agreement and no portion of the Franchise Fee
will be refunded. We will not reimburse you for your travel expenses

{3) The Restaurant will be at a Jocation found by you and approved by us. We or an Affiliate we
designate will lease the premises and sublet them to you. We or our designee will attempt to
securc a falr rent for the premises but we cannot represent it will be the best available rent in
your area, If you materially breach this Agrecment or the Jease, we or our designee may
terminate the Sublease with you after giving the notice required In the Sublease.

(4) After you slgn the Sublease, you will construct, equip, and open the Restaurant to the
specifications contained In the Operations Manual

b You will operate your business in compliance with all existing and future applicable laws and
governmental regulations, including, but not limited to, those concerning labor, taxes, health, and safety. You
will be required to pay all fees associated with such comphance You agree to obtain and keep in force, at your
expense, any permits, licenses, registrations, certifications or other consents required for leasing, constructing,
or operating the Restaurant, ’ )

You will operate the Restaurant in accordance with our Operations Manua) (the "Operations Manual®), which
contains mandatory and suggested specifications, standards and operating procedures, which may be updated
from time to time as a result of experience, or changes in the law or marketplace, You will make, at your sole
expense, changes necessary to conform to the Operations Manual, including, but not limited to, repairing items not
in good condition or not functioning properly, and upgrading and remodeling the Restaurant, including leasehold
improvements, furniture, fixtures, equipment, and signs. You acknowledge these requirements are necessary and
reasonable to preserve the ldentity, reputation, and goodwill we developed and the value of the franchise You
agree to make the repairs and the updates, and pay all reasonable, required costs within reasonable time perjods
we establish, You will adhere to quality control standards we prescribe in the Operations Manual or elsewhere with
respect to the character or quality of the products you will sell or the services you will perform in association with
the Marks You must respond to and satisfy all customer complaints.

If you fail to operate the Restaurant 1n accordance with the Operations Manual, we may terminate this Agreement
under Subparagraphs 8 a, 8.b and B c., as applicable. In lieu of termination, we may Imposc a fee as a pre-
estimate of Josscs for cach day the Restaurant Is not in compliance with the Operations Manual 1o compensate. us
for damages and for costs we incur to compel you to bning the Restaurant into compliance, If the Restaurant is
Significantly Out of Compliance as defined in the Operations Manual for three (3) consecutive evaluations, your
royalty rate for the Restaurant will increase to ten percent (10%) of gross sales and will remain at that rate until the
Restaurant operates for three (3) consecutive months without being Significantly Out of Compliance This increase
in the royalty rate will cover our expenses to administer the Restaurant’s compliance with the Operations Manual
The Opcrations Manual, as amended from time to time, is intended to further the purposes of this Agreement and
is specifically incorporated into this Agreement. The Operations Manual constitutes a confidential trade secret and
will remain our property. You may not, and you may riot allow others to, reproduce or photocopy the Operations
Manual, in whole or In part, without our written consent. You will not conduct any business or sel! any preducts at
the Restaurant other than the business and products we approve for the location.

¢ You will be solely responsible for all costs of bullding and operating the Restaurant, including, but not
limated to, sales or use tax, goods and services tax, gross receipts tax, excise tax or other similar tax {"Sales Tax"),
fees, other taxes, customs, stamp duty, other duties, governmental registrations, construction costs and permits,
equipment, furniture, fixtures, signs, advertising, insurance, food products, labor, utihtics, and rent. We will not
have any llability for these costs and you will reimburse us for any such costs that we must pay in connection with
your operationi of the Restaurant, You will pay any Sales Tax imposed by law on the Franchise Fee, Royalty, *
advertising fees, and any other amounts payable under this Agreement, whether assessed on you or on us  If we
must make the payment to the taxing jurisdiction for any Sales Tax that is your responsibility under this
Agreement, we will pass the amount on to you and you will reimburse us, You must register to collect and pay
Sales Taxes before you open the Restaurant, and you must malntain these registrations during the term of this
Agreement You will recruit, hire, train. terminate, and supervise all Restaurant employees, set pay rates, and pay
all wages and related amounts, including any employment benefits, unemployment insurance, withholding taxes or
other sums, and we will not have any responsibility for these matters

The Insurance you must obtain and maintain mncludes, but is not limited 1o, statutory warker's
compensation in the minimum amount required by law, comprehensive hiability insurance, including products
liability coverage, in the minimum amount of $2,000,000 per occurrence/$4,000,000 general aggregate, and
business vehicle coverage, including hired and non-owned vehicle liabllity coverage, in the minimum amount of
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$1,000,000. You must provide us with a copy of your Certificate of Insurance when you return your signed
Sublease or finalize your lease  You will keep all insurance policies in force for the mutual benefit of the
parties. With the exception of worker's compensation and owned vehicle coverage, all insurance policles must
name as additional insureds, us, our AfTiliates, pur Development Agent assigned (o the Restaurant (the
“Development Agent”). and our agents, representatives, shareholders, directors, officers and employees, and
those of our Affiliates and the Development Agent {the “Additional Insureds”), with such coverage being primary
coverage. Your insurance company must agree to give us at least twenty (20} days’ prior written notice of
termination, exprration, material modification, or cancellation of your policy, or cancellation of any of the
Additional Insureds as an additional insured. You agree to defend, indemnlfy, and save harmless, the
Additional Insureds, from and against all liability, injury, loss, cost and expense of any type (including lawyers’
fees), and damages that anse in or in connection with your opcration of the Restaurant, regardless of cause or
any fault or negligence (including sole or concurrent neghgence) by the Additional Insureds, which
indemnification will not be relieved by any insurance you carry. You acknowledge we may modify or increase
the insurance requirements during the term of this Agreement due to changes in experience, and you agree to
comply with the new requirements, You acknowledge we may from time to time designate onc or more
approved insurance brokers or companies under a master Insurance program we establish for franchisees

generally, and you must purchase your coverage from one of the approved insurance brokers and/or thelr
associated company .

d You will not own or operate, or asslst another person Lo own or operate, any other business anywhere,
directly or indirectly, during the term of this Agreement, which is identical with or similar to the business
reasonably contemplated by this Agreement, except as our authorlzed representative or as our duly licensed
franchisee at a location we approve You apree to pay us $ 15,000 for each business you own or operate in
violation of this Subparagraph, plus eight percent (8%) of its gross sales, as being a reasonable pre-esumate of the
damapes we will suffer. We may also seek to enjoin your activities under Subparagraph 10,d.

e You will sign and deliver to us appropriate electromic funds transfer preauthorized draft forms (or forms
serving the same purpose) for the Restaurant's checking account before you open the Restaurant. By signing these
forms, you authorize us to withdraw money from the account on a timely basls to collect the appropriate Royalty,
advertising contributions, interest, late fees, and other charges that you will owe, under this Agreement or under
any other Franchise Agreement you have with us In certain circumstances, you will also authorize us to withdraw
money for fees that we paid to a third party on your behalfl in connection with the Restaurant,

{. You will report your gross sales by telephone, facsimile, electronically, of by other means we K
permit, within two (2) days after the end of the business week (currently Tuesday), You wil] submit weekly
summaries showing results of the Restaurant's operations by the following Saturday, in writing or iIn electronic
form, as we permit, to locations we designate, You agree to use and maintam at the Restaurant a personal
computer based point-of-sale system and software compatible with our requirements. You agree to install
additlons, substitutions, and upgrades to the hardware, software, and other items to malintain full operational
efficiency and to keep pace with changing technology and updates to our requirements  You will record all sales
and designated business information in your system In the manner we specify in the Operations Manual. You wilt
report your information to us electronically as we specify and we may call up or poll your system to retrieve the
information at any time, We may estimate gross sales If you fail to report on time  We may withdraw money from
your checking account for Royalty and advertising contributions under the above Subparagraph, for the amounts

then due based on reported or estimated sales. We will adjust charges based on estimated gross sales after we
determine actual sales, .

You will use and maintain an email address to send and receive electronic mall and attachments on the
Internet, You may be required to invest in and implement new technology initiatives, which may include but will
not be limited to the SUBWAY® Cash Card Program, LCD or plasma monitors, music, internet TV broadcast, WIF}
and Soltware Management applications, video survelllance, remote ordering through kiosks, PC's or hand held
devices, E-learning, and sofiware applications designed to better manage business functions and control costs. You
will be responsible for all fees associated with these new technology initlatives, You may be required to use a
supplier we designate for any goods and services associated with these initlatives, In the future, you will be ™
required to! i) connect the Restaurant to the Internet through a tugh-speed broadband connection that meets our
standards and specifications; (i) report all transactions of the Restaurant (o us clectronically at the same time
cach transaction occurs, and (i) provide us with al} video, audio and clectronic data collected from the Restaurant
in the manner we specify  You may be required to accept credit or debit cards from customers. You may also be

required to obtain a report of all credit and debit transactions and may have to provide us with a copy of this
report,

g You shall keep full, complete and accurate books and accounts with respect to the Restaurant, in
accordance with generally accepled accounting principles and all requirements of law and in the form and manner ¥
prescribed below or as further prescribed by us from time to time. Such records shall be created exclusively for the
Restaurant and shall be separate and apart from records kept for any other business in which you have an 2y
interest  You will allow our representatives and our development agent and our development agent's S |
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represenlatives to enter your business premises without prior notice during regular business hours to inspect,
audit, photocopy, and videotape your business operations and records, and to interview the Restaurant's
employees and custorners  Instead of ar 1n addition to the foregoing, you will, upan our written request, make
photocoples of all records we request and forward them to us or our representatives at such address as we
designate in writing. We will reimburse you for the reasonable cost of photocopying documents that we request.
You agree that we shall have the right to examine your books and records, and to perform such audits, inspections,
tests and other analyses as we decm appropriate to verify gross sales  You will keep all of the following at the
Restaurant for the current year and for the immediate past three (3) years: cash register tapes, control sheets,
weekly inventory sheets, deposit slips, business and personal bank statements and canceled checks, sales and
purchase records, business and personal tax returns, cash receipts journals, cash disbursernents journals, payroll
registers, general ledgers, semi-annual balance sheets, profit and loss statements, accounting recerds, and such
other records and information as we may request from time to time, You also grant us permission to examine
without prior notice to you. all records of any suppler relating tc your purchases, and you hereby authonze such
supphers to release your purchase records to us at such times and places as we request,

h You wlill pay us, if we or our representatives determine that you under-reported gross sales, all Royalty,
advertising contributions and other charges due on the gross sales that were not reported, plus interest and the
late fee as provided in Subparagraph 11.4. We may estimate your gross sales to determine whether you under-
reported gross sales, !f reported gross sales for any calendar year are less than ninety-eight percent (98%) of the
actual gross sales for that period, you will relmburse us for all costs of the investigation, including salaries, outside
accountant fecs, outside attorneys' fees, travel, meals, and lodging. If reported gross sales for any calendar year
are less than ninety-five percent {95%) of the actual gross sales for that period, you must also pay us a fee equal to
one hundred percent (100%) of the amount of Royalty, advertising contributions and other charges due on the
grass sales that were not reported This fee covers our additional expenses for tracking and administering your
under-reporting. You agree to pay for all costs of any audit that did not occur due to your fallure to produce your
bocks and recards at the time of audit if we notified you in writing of the audit at least five (5) days before the
scheduled date If you fail to submit. all of your information to be audited, we may estimate your sales and charge
you.

1. You will pay us four and one-half percent (4 %%) of gross sales of the Restaurant on a weekly basis,
This amount will be placed into an advertising fund managed jointly by us and clected franchisees for the benefit of
franchisees in the Systemn, Your advertising contributions will be placed into an advertising fund that (a) follows
our Transparency Policy and fully discloses all material financial data about the fund to franchisees, () is prudent
with expenses, and (c) works closely with us to produce and place advertising te enhance the SUBWAY® brand™ At
any time, franchisees may temporarily or permanently increase the advertising percentage for either the country or
any market deslgnated by the advertising fund by a two-thirds (2/3) vote on the basis of one (1) vote for each
operating restaurant. We and our Affiliates or another entity that we designate may negotlate advertsing
contributions and programs with suppliers. We or our Affiliate may designate that these advertising contributions
shall be forwarded te an advertising fund ar be placed into a separate fund to be spent on advertising and rclated
expenses for the benefit of franchisees at our or our Afilliate's complete unrestricted discretion  You acknowledge
advertising contributions may not benefit franchisees in any arca in proportion to the amounts they paid, Within
six (6) months alter you sign this Agreement, we may, in our sole discretion, require you to place §10,000 into a
marketing assistance fund to promote the SUBWAY? brand in your locsl area

You will not place "For Sale” or similar signs at or in the general vicinity of the Restaurant or use any
words in any advertising that identify the business offered for sale as a SUBWAY® restaurant.

k. You will make prompt payment of all charges you owe to us, aur Affiliates, your vendors, and the

landlord of the premises, in addition to Royalty and advertising contributions, and pay all Sales Tax, other taxes,
and debts of the Restaurant as they become due,

I You will usc or display the Marks on materials and stationery used in connection with the Restaurant
only as we permit and as provided in this Agreement or in the Operations Manual. You will display the [ollowing
notice in a prominent place at the Restaurant. "The SUBWAY® trademarks are owned by Doctor's Associiites
Inc. and the independent franchised operator of this restaurant is a lcensed user of such trademarks,"

m  You will operate and promote the Restaurant under the name SUBWAY® or other name we direct
without preflix or suffix added to the name. You will not use the word "SUBWAY" as part of a corporate or other
business name  You will not Jicense or purchase vehicles, fixtures, products, supplies or equipment, or incur any
obligations except in your individual, corporate or other business name  Any sign [ace bearing the name SUBWAY?
will remain our property even though you may have paid a third party to make the sign face, You will not use the
Marks in a manner that degrades, dimimshes, or detracts from the goodwill associated with the Marks nor will you
use the Marks in a manner which Is scandalous, immoral. or satirical. You agree to promptly change the manner
of such use If requested to do so by us. You will not establish a Jocal domaln name for a website using the word
"SUBWAY" without our prior written authorization The domain name must be registered under the name of DAL
We will require you to cancel your registration of the domain name if you fail to obtain our prior written
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authorization. At our request, you must remove any inappropriate information we deem not to be in the best
interest of the SUBWAY® franchisc system  All present or future goodwill associated with the Marks belongs to us.
You agree not to contest the validity or ownership of any of the Marks, or to assist any other person to do $o. You
agree you do not have and you will not acquire any ownership rights in the Marks, and you will not register or
atternpt to register any of the Marks You agree to assign and transfer to us your rights in or registrations of the
Marks that you have or may have. All references to thé Marks in this Agreement include any additional or
replacement Marks assoclated with the System that we authorize you to use.

n. You will always indicate your status as an Independent franchised operator and franchisee to others
and on any document or information released by you in connection with the Restaurant.

o. You acknowledge the System includes confidential and proprietary Informaton, including, but not
limited to customer lists, vendor hists, products, recipes, formulas, specifications, food preparation procedures,
devices, techniques, plans, business methods and strategies, organizational structure, financial information,
marketing and development plans and strategies, advertising programs, creative materials, media schedules,
business forms, drawings, blueprints, reproductions, data, Franchise Agreements, business information related
to franchisees, pricing policles, trademarks, published materials including the mark SUBWAY® and variations
thereof, documents, letters or other paper work, trade secrets, know-how, information contained in the
Operations Manual, and the Subway to Subway publication, and all information we or our Afliliates designate
as confidential (*Confidential Information®). Confidential Information will remain our property or our Affiliate's
property

During the term of this Agreement you will not, without the express written consent of our board of directors,
disclose, publish, or divulge any Confidential Information to any person, firm, corporation or other entity, or
use any Confidentlal Information, directly or indirectly, for your own benelfit or the benefit of any person, firm,
corporation or other entity, other than for our benefit, You agree that you will only disclose such Confidential
Information to those employees that nced such Confidential Information in the course of their duties and shall
only reveal or transmit the Confidential Information to them after advising them that the Confidential
Information has been made available to you subject to this Agreement and they agree to be bound by the
confidentiallty terms of this Agreement. You acknowledge that if you violate this provision, substantial injury
could result to us, our Afliliates, you and other SUBWAY® franchisees. 1f you violate thus provision, you will be
liable to us for our damages and we may also seek to enjoin your activities under Subparagraph 10d  You will
return all written Confidental Information, including all reproductions and copies thereof promptly upon our
request, In the event that you are requested or required (by oral interrogatorices, requests for information or *
documents in legal proceedings, subpoena, civil investigative demand or similar process) to disclose any part of
Confidential Information, you shall provide us with prompt written notice of any such request or requirement
50 that we may seek a protective order or other appropriate remedy and/or walve compliance with the
provisions of this Subparagraph f in the absence of a protective order or other remedy or walver, you are
legally compelled to disclose Confldental Information to any tribunal or else stand liable for contempt or suffer
other censure or penalty, you may, without liability hereunder, disclose to such tnbunal only that portion of
Confidential Information which your legal counse] advises that you are legally required to disclose,

Confidential Information shall not include, and the foregoing restrictions shall not apply to, any information or
materials (a) which becomes generally known to the public other than as a resultof a disclosure by you or your
representative, (b) which was disclosed to you in written form, provided that you did not have reason to believe
that the source of the information may have been bound by a nondisclosure agreement with other contractual,
legal or fiduciary obligations of confidentiality to us or any other party with respect to such information or
materials: (c) becomes available to you an a non-confldential basis from & source other than us, provided that
such source is not bound by a nondisclosure agreement with other contractual. legal or fiduclary obligations of
confidentiality to us or any other party with respect to such information or matenals, or {d) which 15

* independently developed by Reciplent without the use of Confidential Information The burden of proving that

Conlfidential Information may be disclosed pursuant to the exception set forth in this subparagraph shall be on
the Recipient .

6. RELOCATION OF THE RESTAURANT. You may relocate the Restaurant only with our prior written

approval, You will have one (1) year to relocate the Restaurant and you will pay all expenses and liabilities to
terminate the lease and move.

7. TERM OF AGREEMENT. I, under local {aw, this Agreement must be registered then it wi)l not become
effective until 1t is The term of this Agreement is twenty (20) years from the date of this Agreement and will
automatically renew for additional twenty (20) year periods unless elther party chooses not to renew and scnds
written notice to the other at jeast six (6) months befare the expiration of any twenty (20) year period. Upon renewal
you have the option to efther i) continue under the terms of this Agreement and the royalty rate will increase to ten %y
percent (10%) with all other terms and conditions of this Agreement remaining the same, or i) you may sign our . (
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then current Franchise Agreement which will replace this Agreement and which may contain terms or conditlons
that differ from this Agreement, including financal terms, except for the royalty rate which will remaln at cight
pereent (8%)  This Agreement will be automatically renewed under option §) unless you send written notice of your
intent to renew under option u) at lcast six (8) months prior to expiration of this Agreement  There will be no
renewal fee

8. TERMINATION AND EXPIRATION PROVISIONS,

a If we give you ten (10) days’ written notice, we may, at our option and without prejudice to any of
our other rights or remedies provided under this Agreement. terminate this Agreement if (i) you abandon the
Restaurant, or (i) you fail to pay any money you owe us, our Affitiates, the tandlord of the premises, or any
amounts we may become liable to pay because of your action or omission, or (iif) you are evicted from the
Restaurant location for non-payment of rent or related charges. The notice will specify the default and provide
you ten (10} days to remedy the default from the date of delivery of the notice.

b. If we give you ninety (90) days' written notice, we may, at our option and without prejudice to any of our
other rights or remedies provided under this Agreement, terminate this Agreement if you {}} do not substantially
perform all of the terms and conditions of this Agreement not otherwise covered in Subparagraph 8.a., or (i} you
lose possession of the premises where the Restaurant is located, or (iil) you become insolvent, make an assignment
for the benefit of creditors or seck bankruptcy relief, elther reorganization or liguidation, in any court, legal or
equitable, or () you lose any permit or license which you need to operate the Restaurant, or (v) you fail to comply
with your duties under this Agreement or the Opcrations Manual, The notice will specify the default and provide
you sixty (60) days to remedy the default from the date of delivery of the notice. X you cure the default within sixty
{60) days, the notice will be void,

c. We may, at our option and without prejudice to any of our other rights or remedies provided under this
Agreement, terminate this Agreement without an opportunity to remedy the default unless prohlbited by law if i)
you fail to comply with all civil and criminal laws, ordinances, rules, regulations and orders of public authorities, or
it} intentionally under-report gross sales, falsify financial data or otherwise commit an act of fraud, or ] you are
convicted or plead guilty or “nolo contendere” to a felony, a crime of moral turpitude, an indictable offense, unfalr
or deceptive trade pracuces, or any other crime or offense that we believe is injurious or prejudicial to the System,
the Marks or the goodwill associated therewith, or §v] if you use the Restaurant or the Restaurant location for any
illegal or unauthorized use, or v} we determine that you are a suspected terrorist or otherwise assoclated directly or
indlrectly with terrorist actlvities, or vi) you are dismissed [rom the training program,

After the second notice of a default under Subparagraph 8 a or8b,any subsequent default In the
following twelve (12) month period, will be good cause for a final termination without providing you an opportunity
to remedy the default or even if you remedy the default.

d Our waiver of any of your defaults will not constitute a waiver of any other default and will not prevent
us from requiring you to strictly comply with this Agreement.

e. Upon termination or expiration of this Agreement, alt of your rights under this Agreement will
terminate, You must change the appearance of the Restaurant, unless we mstruct you otherwise, so it will no
longer be identified as a SUBWAY® restaurant, and you must stop using the System, including the Marks,
signs, colors, structures, personal computer based point-of-sale system software developed for SUBWAY®
restaurants, pnnted goods and forms of advertising indicative of our sandwich business and return the
Operations Manua) to us. You are required to cancel any permits, licenses, registrations, certifications or other
consents required for Jeasing, constructing, or operating the Restaurant, If you fail to do so within a
reasonable ime, we are authorized to cancel them for you, If you breach this provision, you will pay us $250
per day for cach day you are in default, as being a reasonable pre-estimate of the damages we will suffer. We
may also seek to enjoin your activities under Subparagraph 10.d

f. If any of the provisions above which permit us to terminate the franchise violate your state law, if it
applics, such state law relating to termination will prevail over the offending provisions,

g. For three (3) years after the termination, expiration or transfer of this Agreerment, you will not directly or
indirectly engage in, or assist another to engage in, any sandwich business within three (3) miles of any location
where a SUBWAY? restaurant operates or operated In the prior year. You agree to pay us §15.000 for each
sandwich business locatlon you are assoclated with In the restricted area in violation of this Subparagraph, plus
efght percent {8%) of the pross sales of such location during the three (3) year perlod, as being a reasonable pre-
estimate of the damages we will suffer. We may also seck to enjoin your activities under Subparagraph 10 d. ¥
Nothing in this Subparagraph or any other provision of this Agreement grants you any territorial or other exclusive
rights
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h. Upon termination, expiration or transfer of this Agrcement, you agree to remain bound by the
provisions of confidentiality and non-disclosure under Subparagraph 5 o of this Agreement  You acknowledge
that all Confidential Information wi)l remain our property or our Afiiliate’s property, You will not at any tme
after termination, expiration or transfer of this Agreement, without our prior written consent, disclose to any
unauthorized person or entlty, or use for the benefit of any unauthonzed person or entity, any Confidential
Information. . o

1 Upon termination or expiration of this Agreement. all telephone listings. telephone numbers, Internet
addresses and domain names used by the public to communicate with the Restaurant will automatically become
our property Il permitted by state law. In any event, you agree not to usc any telephone numbers, Internet
addresses or domalin names associated with the Restaurant after the termination or expiration of this Agreement

J. We have the right to repurchase the Restaurant within thirty {30) days of termination or
expiration of this Agreement at fair market value minus any money you owe us, our affibates or the landlord. 1f
we do not purchase the Restaurant, you are responsible for obtaining a termination and mutual release of the
lease {rom the landlord of the premises on which the Restaurant is Jocated, You are responsible for all costs
asscciated with obtaining the termination and mutual release, including but not limited to any amount owed to
the landlord

9. TRANSFER AND ASSIGNMENT OF THE RESTAURANT.

a. You may only transfer the Restaurant with this Agreement and only with our prior written approval, as
provided In this Paragraph 9. You may transfer the Restaurant and this Agreement to a natural person or persons
{not a corporation), provided: (1) you first offer, in writing, to sell the Restaurant to us on the same terms and
conditions offered by a bona fide third party purchaser, we fall to accept the offer within thirty (30) days, and we
approve your contract with the purchaser; (2) cach purchaser has a satisfactory credsit rating, and Is of good moral
character, (3) each purchaser received a passing score on our standardized test (if not already a SUBWAY®
franchisee) and attended and sucgessfully completed our traming program or agrees to attend our first avaslable
training prograrn promptly after the sale (and then must successfully complete the training program or will be in
default under the Franchlse Agreement); (4) each purchaser received the required disclosure documents in
accordance with our policles and federal and state laws, rules, and regulations, and signs the then current form of
Franchise Agreement which will amend and replace this Agreement and may contain terms that differ from this
- Agreement, including financlal terms, and assumes the Sublease for the Restaurant; (5} you pay in full all mohey
you owe us, our Affiliates, for all your SUBWAY® restaurants and you are not otherwise in default under this
Agreement, {6} you pay us $7,500 plus any applicable Sales Tax) for our legal, accounting, training, and other
expenses we incur in connection with the transfer; (7) you deliver a general release in favor of us, the Development
Agent and our Affiliates, and agents, representatives, shareholders, partners, directors, officers, and employees of
oursand of the Development Agent and our Affiliates signed by you and cach purchaser; (8) you transler the
Operations Manual for the Restaurant to the purchaser on the date of transfer; and (9) at or prior to the time of the
transfer you bring the Restaurant into full compliance with our then current standards set forth In the Operations
Manual. All transfer documents will be in English in a form satisfactory to us. During the transfer process, DAl
may sharc your personal information with its affihates or prospective franchisees in accordance with the
procedures set {orth in the DAI Privacy Policy If you do not want your information shared during the transfer
process, you must opt out cither prior to the completion of the store transfer or at the time of the transfer, All opt
out requesls should be directed to the Privacy Officer, as set forth in the policy

b You may assign your rights under this Agreement to operate the Restaurant (but not this Agreement) to
a corporation (or similar entity) provided: (1} the corporation is newly organized and its activities are confined
exclusively to operating the Restaurant: (2) you are, and remaln at all times. the owner of the controlling voting
interest and majority ownership interest {more than 50%) of the corporation, (3) each individual who signs this
-Agreement owns no Jess than twenty-five percent (25%) of the corporation, unless we require otherwise; (4) the
corporation delivers to us a written assumption of your obligations under this Agreement, (5) all shareholders of the
corporation deliver to us a wnitten guarantee of the full and prompt payment and performance by the corporation of
all iLs obligations to us under the assignment; {6) you acknowledge to us in writing that you are not relieved of any
personal liabllity, and (7} you deliver a gencral release described in Subparagraph .., signed by you, the
corporation, and each shareholder of the corporation. You will also remain personally liable under the Sublease
You acknowledge that any judgment awarded in our favor, pursuant to this Agreement, may be enforced against
you, the corporation and its successors or assigns '

¢ Your rights under this Agreement may pass to your next of kin or legatee upon your death  Each such
transferee must receive a passing score on our standardized test {if not already a SUBWAY® franchisee). deliver a
written assumption to us, and agree 1n writing to attend our next training session Each transferce must then
successfully complete our training program or will be in default under this Agreement The transferees will also
assume the Sublease In writing. .
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d We may transfer and assign this Agrecment without your consent, and this Agreement will inure to the |
beneflt of our successors and assigns

10. ARBITRATION OF DISPUTES.

a. Any dispute, controversy or claim arising out of or relating to this Agreement or the breach thereof
shall be settled by arbitration. The arbitration shall be administered by an arbitration agency, such as the
American Arbitration Association ("AAA") or the American Dispute Resolution Center, in accordance with its
administrative rules including, as applicable, the Commercia) Rules of the AAA and under the Expediled
Procedures of such rules or under the Optional Rules For Emergency Measures of Protection of the AAA - Judgment
rendered by the Arbitrator may be entered in any court having jurisdiction thereof. The costs of the arbitration will
be borne equally by the parties, The parties agree that Bridgeport. Connecticut shall be the site for all heanings held
under this Paragraph 10, and that such hearings shall be before a single arbltrator, not a pancl, and neither party
shall pursue class claims and/or consolidate the arbitration with any other proceedings 1o which we are a party.
The parties will honor validly served subpoenas, warrants and court orders.

b. il you breach the terms of your Sublease, the Sublessor, whether us or our designee. may exercise its
rights under the Sublease, including to evict you from the franchised location, Any action brought by the
Sublessor to enforce the Sublease, including actions brought pursuant to the cross-default clause in Paragraph 6
of the Sublease (which provides that a breach of the Franchise Agreement is a breach of the Sublease), Is not to be
cohstrued as an arbitrable dispute

The partles agree that you may seek a stay of any eviction brought under the cross-default clause in Paragraph 6 of
the Sublease by filing a demand for arbitration in accordance with Subparagraph 10.a within thirty (30) days of
the Sublessor's commencement of the eviction, The stay may be lifted upon conclusion of the arbitration. You may
not seek a stay of eviction for any actions Involving non-payment of rent or in a case where an arbitration award
under the Franchise Agreement has been issued,

¢ You may only seek damages or any remedy under law or equity for any arbitrable claim against us or
our successors or assigns. You agree that our Affiliates, shareholders, directors, officers, employees, agents and
representatives, and thelr affiliates, shall not be liable nor named as a party in any arbitration or litigation
proceeding commenced by you where the claim arises out of or relates to this Agreement You further agree that the
foregoing parties are intended beneficiaries of the arbitration clause; and that all claims against them that arise out
of or relate to this Agreement must be resolved with us through arbitration If you name a party In any arbitration
or liigation proceeding in violation of this Subparagraph 10 c., you will reimburse us for reasonable costs incurred,
including but not limited to, arbitration fees, court costs, lawyers' fees, management preparation time, witness fees,
and trave expenses incurred by us or the party

d. Notwithstanding the arbitration clause in Subparagraph 10 a, we may bring an action for
injunctive rellef in any court having jurisdiction to enforce our trademark or proprietary rights, the covenants not to
compete, or the restriction on disclosure of Confidential Informatlon in order to avold lrreparable harm to us, our
affihates and the franchise system as a whole

e. Any disputes concerning the enforceability or scope of the arbitration clause shall be resolved pursuant
to the Federal Arbitration Act, B U.S.C. § et seq. ("FAA"), and the parties agree that the FAA preempts any state law
restrictions {Including the site of the arbitration) on the enforcement of the arbitration clause in thus Agreement If,
prior to an Arbitrator's final decision, either we or you commence an action in any court of a claim that arises out of
or relates to this Agreement (except for the purpose of enforcing the arbitration clause or as otherwise permitted by
this Agreement}, that party will be responsible for the other party's expenses of enforcing the arbitration clause,
including court costs, arbitration filing fces and other costs and attorney’s fees.

{ We and our Affihates, and you and your Affiliates, will not withhold any moncy due to the other party
and its Affiliates, .under this Agreement or any other agreement, A party or its Affiliate that withholds money in
violation of this provision will relmburse the party or its Affillate whose money is withheid for the reasonable costs
to collect the withheld money, notwithstanding the provisions of Subparagraph 10.a. These costs include, but are
not limited to, mediation and arbitration fees, court costs, Jawyers' fees. management preparation time, witness

fees, and travel expenses incurred by the party or its Alfiliate or an advertising fund, or its agents or
representatives,

g. !f a party (i) commences action in any court, except to compe] arbitration, or except as specifically
permitied under this Agreement, prior to an arbitrator's final decision, or (1) commences any arbitration in any
forum excepl where permitted under this Paragraph 10, or (iil) when permitted to commence a litigation proceeding,
commences any litigation proceeding in any forum except where permitted under this Paragraph 10, then that
party is In default of this Agreement. The defaulting party must commence arbaration (or a litigation proceeding, if
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permitted under this Paragraph 10). 10 a permitted forum prior to any award or final judgment  The defaulting
party will be responsible for all expenses Incurred by the other party, including lawyers’ fees  Subject to lederal or
state law, il a party defaults under any other provision of this Paragraph 10, or under any provision of Paragraph
17 or Paragraph 18, {ncluding, but not hmited to, making a claim for special. incidental, consequential, punitive, or
multiple damages. or damages in excess of the amount permitted under this Agreement, or you name a person or
entity in any arbitration or legal procceding other than us, the defaulting party must correct its claim. The
defaulting party will be responsible for all expenses Incurred by the other party, or the improperly named persons
or entities, including lawyers' lees, and will be hable for abuse of process.

11. OBLIGATIONS OF THE PARTIES. The partics also agree as [ollows:

a. You are, and will at all times be identificd as, a natural person and an independent contractor You are
not our agent, partner, or cmployee  This Agreement does not create a partnership, Joint venture, agency, or
fiduciary relationship.

b All or any part of your rights and privileges under this Agreement will return to us if for any reason you
abandon, surrender, or suffer revocation of your rights and privileges .

c. M, for any reason, any court, agency, or tribunal with valid jurisdiction in a proceeding to which we are a
party, decides in a final, non.appealable mlin’g, that a portion of this Agreement is contrary to, or in conlhct with
any applicable present or future Jaw, rule, or regulation, after giving such portion the broadest legal interpretation
possible, then that portion will be invalid and severable. The remainder of this Agreement will not be affected and
will continue to be given full force and effect. Any invalid portion will be deemed not to be a part of this Agreement
as of the date the ruling becomes final if you are a party to the proceedings, or upon your reccipt of notice of
nonenforcement from us If a court, agency, or tribunal decides a covenant not to compete is too broad as to scope,
time, or geographic area, the parties authorize the court, agency or tribunal to modily the covenant to the extent
necessary to make it enforceable,

d. No prevlousicourse of dealing or usage in the trade not specifically setforth In this Agreement will be
admigsible to explaln, modily, or contradict this Agreement

e. The parties will glve any notice required under this Agreement in writing, and will send it by certified
mail, registered mail or by a mail service which uses a tracking system, such as Airborne Express or Federal ™
Express, We will address notices to you at the Restaurant or at your home until you designate a different address
by written notice to us. You must naotify us of any address changes, including changes to your electronic mail
address, You will address notices to us to Doctor’s Associates Inc., 325 Bic Drive, Mitford, CT 06460-3059,
Attention Legal Department Any notice will be deemed given at the date and time it is recetved, or refused, or
dehvery is made impossible by the intended recipient,

f. 1If your payment is more than one {1} week Jate you will pay a late fee equa) to ten percent (10%) on any
Royalty, advertising contributions, or other charges you will owe us under this Agreement  Also, you will pay
interest on all your past-due accounts at up to eighteen percent (18%), but the late ee and interest will not be
greater than the maximum rate allowed by Jaw 1n the state in which our principal ofice is located or the Restaurant
is located, whichever is higher,

g You must immediately notify us of any infringement of or challenge to your use of any of the Marks, or
clalm by any person of any rights in any of the Marks, We will indemnify you for all damages for which you are
held lable in any proceeding arising out of the use of any of the Marks In compliance with this Agreement, provided
you notify us promptly, cooperate in the defense of the clalm, and allow us to control the defense of the action. Ifa
third party challenges any of the Marks claiming infringement of alleged prior or superior nghts in the Mark, we
will have the option and right to modify or discontinue use of the Mark and adopt substitute Marks in your
geographical business areas and in other areas we select. Qur liabihty to you under such arcumstances will be
limited to your cost 1o replace signs and advertising materials. You acknowledge and agree we have the exclisive
right to pursue any trademark infringement claims agamst third parties,

h. Il we terminate this Agreement and we must purchase the Restaurant’s equipment, leasehold
improvements, or both, under any applicable state Jaw, rule, regulation, or court decision, the purchase price will
be your original cost, less depreciation and amortization, based on a five (5) year life under the strajght-line
method.

1. 1l the landlord terminates the lease for the Restaurant and an arbitrator or court determines you did not
breach the Sublcase and It was our fault or our Affiliate’s fault the landiord terminated the lease, our obligation to ¥
you will be limlited to the original cost of your leasehold Improvements, less depreciation based on a five (5) ycar life
under the straight-line method. We will pay you when you reopen the Restaurant in a new location. If the 5y

i
{
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arbitrator or court determines you breached the Sublease or it was not our fault or our Affiliate’s fault the landlord
terminated the leasc, we and our AMliate will have no abligation to you for termination of the lcase

J- ¥ you believe that we are in default under this Agreement, you must give us written notice by certified
mall, registered mai or by a mail service which uses a tracking system, such as Airberne Express or Federal
Express, within ninety {90) days of the start of the default clearly stating cach act or omission constituting the
default, If we do not cure the default to your satisfaction within sixty (60) days after we receive your notice, you
may glve us notice that an arbitrable dispute exists. The parties will work diligently to attempt to resolve the
arbitrable dispute in accordance with Paragraph 10

k You will pay us Sales Tax or other tax assessed on all payments you make to us that we must collect
from you or pay oursclves to the taxing authority.

1 You will pay us any applicable Sales Tax or other tax on behall of the local taxing authonty at the same
time and in the same manner you pay for the taxable goods or services, whether or not the requirement is
specifically stated in this Agrecment.

m  You understand and acknowledge this Agreement does not grant you any terntorial rights and there
are no radius restrictions or minimum population requirements which limit where we can license or open another
SUBWAY® restaurant, unless provided under applicable state law We and our Affiliates have unlimited rights to
compete with you and to license others to compete with you You understand and acknowledge we and our
Affiliates retaln the exclusive unrestncted nght to produce, distribute, and sell food products, beverages, and other
products, under the SUBWAY® mark or any other mark, directly and indirectly, through employees,
representatives, licensees, assigns, agents, and others, at wholesale, retall, and otherwise, at any location, without
restriction by any right you may have, and without regard to the location of any SUBWAY® restaurant, and these
other stores or methods of distribution may compete with the Restaurant and may adversely affect your sales. You
do not have any right to exclude, control, or impose conditions on the location or development of any SUBWAY®
restaurant, other restaurant, store or other method of distribution, under the SUBWAY® mark or any other rark,

n You acknawledge it is our intent to comply with all anti-terrorism laws enacled by the US Government,
You further acknowledge that we may not carry on business with anyone officially recognized by the US
Government as a suspected terrorist or anyone otherwise associated directly or indirectly with terrorist activities,
The partics agree that if, at any time during the term of this Agreement, it is determined that you are a suspected
terrorist or otherwise assoclated directly or indirectly with terronst activities, that this Agreement may be id
terminated immediately  You acknowlcdge that you are not now, and have never been a suspected terrorist or
otherwise assoclated directly or indirectly with terrorist actwvity, including but not Irmited to, the contribution of
funds to a terrorist organization. You lurther acknowledge that it is not your intent or purpose to purchase a
SUBWAY? [ranchise to fund or participate in terrorist activities

0. You authorize us, at any time during the term of this agreement, to conduct credit checks or
investigative background scarch on you which may reveal information about your business experience, educational
background,.criminal record, civil judgments, property ownership, liens, assoclation with other individuals,
creditworthiness and job performance.

12. TERMS, REFERENCES AND HEADINGS. All terms and words in this Agreement will be deemed to
include the correct number, singular or plural, and the correct gender, masculine, {feminine, or neuter, as the
context or sense of this Agreement may require. Each individual signing this Agreement as the franchisee will be
Jjointly and severally liable. References to "you™ will include all such individuals collectively and individually
References to dollars (8} in this Agreernent refer to the lawful money of the United States of America The
paragraph headings do not form part of this Agreement and shall not be taken into account in its construction or
interpretation,

13. GOVERNING LAW. This Agreement will be governed by and construed in accordance with the

.substantive laws of the State of Connecticut. without reference to its conflicts of law, except as may otherwise be
provided In this Agreement. The parties agree any franchise law or business opportuntty law of the State of
Connecticut, now in effect, or adopted or amended after the date of this Agreement, will not apply to ranchises
located outside of Connecticut, This Agreement, including the Recltals and all exhibits, contains the entire
understanding of the parties and supersedes any prior written or oral understandings or agreements of the parties
relating to the subject matter of this Agreernent. The partues may not amend this Agreement orally, but only by a
wrilten agrecment, except we may amend the Operations Manual from tme to ume as provided In this Agreement
The provisions of this Agreement which by thelr terms are intended to survive the termination or expiration of this
Agreement, including. but not limited to, Subparagraphs 5 ¢, 5.h., 5 k., 8.d.. B.e, 8g.8h . 11.b., 11,h., 111,

1 m., 11 nand i1.0., and Paragraphs 10, 13, 14,15, 16, 17, and 189, will survive the termination or expiration of
this Agreement
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14, AMENDMENT OF PRIOR AGREEMENTS. The parties want to encourage advertising cooperation and
franchisee compliance, provide for amicable, timely, and cost effective resojution of Disputes with limitatons on
liability, and clarify certain provisions of existing Franchise Agreements. To achieve these goals, this Agreement
has revised provisions regarding payment of taxes, ¢osts and expenses, responsibllity for employment practices and
employees, insurance, indemmification, increasing advertising contributions, reporting information electronically by
personal computer based point-of-sale system, defaults and termination, interest and late fees, dispute resolution,
no territorial rights and our unlimited right to compete, governing law, merger clause, continuing effect, and
limitation of hability You agree to accept the provisions set forth in Subparagraph 5b , Subparagraph 5 ¢ ,
Subparagraph 5.0,, Subparagraph 5.g,, Subparagraph 5.h,, Subparagraph $.i.. Subparagraph 5.m,, Paragraph 8,
Paragraph 10, Subparagraph 11.f.. Subparagraph 13, m., Subparagraph 11.n, Subparagraph 11.0., Paragraph 13,
and Paragraph 17 in this Agreement, for this Agreement and to the amendment of all your other existing Franchise

“Agreements with us to include these provisions (if the existing Franchise Agreements do not already include these

provisions) EACH OF YOU SIGNING THIS AGREEMENT AS FRANCHISEE ACKNOWLEDGES AND
UNDERSTANDS THAT THIS PARAGRAPH 14 AMENDS ALL YOUR EXISTING FRANCHISE AGREEMENTS WiTH
US, AND ANY SUCH AMENDMENT WILL SURVIVE THE TERMINATION OR EXPIRATION OF THIS
AGREEMENT. This Paragraph 14 amends any existing Franchise Agreement you have if every individual who
signed the existing Franchise Agreement as franchisee signs this Agrcement or another Franchise Agreement
containing the provisions of this Paragraph 14

15. NO OTHER REPRESENTATIONS. You acknowledge no employee, agent, or representative of ours, or
our Affiliates, or our development agents, has made any representations to you, and you have not relied on any
representations, except {or the representations contained in this Agreement, the Offering Circular, and our
advertising materials, and except those you have written in below:

16, NO PRIOR CLAIMS AND GENERAL RELEASE. You represent that as df the date of this Agreement,
you have no claims of any type against us, our Affiliates, or the Development Agent, or our agents, representatives,

shareholders, directors, officers, and employees, or those of our Affiliates and the Development Agent, except those
you have written in below. '

You hereby release each of these individuals and entities from all claims other than those you listed above, You
acknowledge and understand that any list of claims and the general release will include any alleged breaches of
franchise or other Jaws, and any alleged breach of agreement, relating not only to this Agreement, but also to any
agreements or dealings you may have or had at any time with us or any of the above listed individuals or entitics.

17, LIMITATIONS ON-DAMAGES. EACH PARTY HEREBY WAIVES, WITHOUT LIMITATION, ANY RIGHT
IT MIGHT OTHERWISE HAVE TO ASSERT A CLAIM FOR AND/OR TO RECOVER LOST PROFITS AND OTHER
FORMS OF CONSEQUENTIAL, INCIDENTAL, CONTINGENT, PUNITIVE AND EXEMPLARY DAMAGES FROM THE
OTHER EXCEPT AS PROVIDED HEREIN. EACH PARTY'S LIABILITY SHALL BE LIMITED TO ACTUAL
COMPENSATORY DAMAGES. ACTUAL COMPENSATORY DAMAGES SHALL BE THE GREATER OF (1) $100,000.00
OR (2} AT YOUR SOLE OPTION, ALL AMOUNTS PAID TO US FOR FRANCHISE FEES AND ROYALTIES FOR THIS
AGREEMENT FOR UP TO THREE YEARS PRECEDING THE DATE OF ANY AWARD HEREIN, IF YOU CHOOSE
OFTION (2), WE WILL ALSO REPURCHASE YOUR EQUIPMENT, PURCHASED FROM OR THROUGH US, AT
DEPRECIATED VALUE USING THE FIVE YEAR, STRAIGHT LINE METHOD OF CALCULATION, EACH PARTY
ACKNOWLEDGES THAT IT HAS HAD A FULL OPPORTUNITY TO CONSULT WITH COUNSEL CONCERNING THIS

WAIVER, AND-THAT THIS WAIVER IS INFORMED, VOLUNTARY, INTENTIONAL, AND NOT THE RESULT OF
UNEQUAL BARGAINING POWER
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18. WAIVER OF JURY TRIAL. EACH PARTY HEREBY WAIVES, WITHOUT LIMITATION, ANY RIGHT IT
MIGHT OTHERWISE HAVE TO TRIAL BY JURY ON ANY AND ALL CLAIMS ASSERTED AGAINST THE OTHER. THIS
WAIVER IS EFFECTIVE EVEN IF A COURT OF COMPETENT JURISDICTION DECIDES THAT THE ARBITRATION
PROVISION IN PARAGRAPH 10 1S UNENFORCEABLE, EACH PARTY ACKNOWLEDGES THAT IT-HAS HAD A FULL
OPPORTUNITY TO CONSULT WITH COUNSEL CONCERNING THIS WAIVER. AND THAT THIS WAIVER IS
INFORMED, VOLUNTARY, INTENTIONAL, AND NOT THE RESULT OF UNEQUAL BARGAINING POWER, EACH
PARTY AGREES THAT ANY SUCH TRIAL SHALL TAKE PLACE IN A COURT OF COMPETENT JURISDICTION IN
CONNECTICUT., . .

19. CONSENT TO TERMS OF AGREEMENT. You acknowledge you read and understand this Agreement,
Including any addenda and exhibits, and you agree to be bound by all of its terms and conditions

IN WITNESS WHEREOF, the parties have executed this Agreement, as of the date first written above,

/ DOCTOR'S ASSOCIATES INC,

T Lo 4 Ll

Duly Authorized

Title

% Farooq Sharyar
Franchisee

DAL 04/06 '



Franchise! #14570
FRANCHISE AGREEMENT ADDENDUM

This Addendum dated /‘7/ , 2090 amends and supplements the Franchlse Agreement
of the same date between Dogtor's Associates Inc . a Florida Corporation with principal office In Fort Lauderdale,
Florida {"we” or *us’), and Waqas Saleemi and Farooq Sharyar {"you") The Franchise Agreement, as amended by this
Addendum, will be called this "Agreement”,

AGREEMENT"
The parties amend and supplement the Franchise Agreement as follows,
1, Subparagraph 5.1 1s amended by deleting the last sentence 1n its entirety which states. “Within six (6)
months after you sign this Agreement, we may, in our sole discretion, require you to place $10,000 into a

markeung assistance fund to promote the SUBWAY® brand in your local area.”

L Add the following as new Subparagraph 5.p :

1. Within six (6) menths after opening the Restaurant, we may, in our sole discretion, require you to
place $10,000 into a marketing assistance fund to promote SUBWAY® restaurants in your local area The monles
will be spent in accordance with a marketing plan developed by you and us.

1, The Franchise Agreement, as amended and supplemented by this Addendum, contains the entire
understanding of the parties. The parties can amend the Franchise Agreement further only in a signed wniting,

The provisions of the Franchise Agreement, as amended and supplemented by this Addendum, are ratified and
affirmed.

v, You acknowledge you read and understand this Addendum and the Franchise Agreement and consent to

be bound by all the terms and conditions of the Franchise Agreement, as amended and supplemented by this
Addendum .

IN WITNESS WHEREOF, the parties have executed this Addendum, as of the date first written Abovc.

DOCJTOR'S ASSOCIATES INC. g
Y - A,Z

Duly Authorized

Title,

" Farooq Sharyar
Franchisee

DA6 4/14/06
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FRANCHISE AGREEMENT
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FRANCHISE AGREEMENT

£

This Franchise Agreement (this "Agreement’) is made | Z LMUC between Doctor's Assoclates

Inc., a Florida corporatlon with a princlpal office in Fort Lauderdale, Florida {'we" or "us”), and Waqas Saleerni and
Faroog Sharyar of WA {"you®), for one (1} SUBWAY?* restaurant (the "Restaurant”) to be Jocated within the territory

of Development Agent Ethan Golf (the “DA") or the DA's successor(s), under DA contract number 580, as specified

in [tem 2 of the DAI Offering Circular in effect as of the date of this Agreement

RECITALS

A We own a proprietary system for establishing and operating restaurants featuring sandwiches and
salads under our trade name and service mark SUBWAY® (the *System”) We developed the System spending
considerable money, time, and effort. The System includes the trademark SUBWAY®, other trademarks. trade
names, service marks, commercial announcements (slogans) and related insignia (logos) we own (the “Marks™} The
System also includes goodwil] assoclated with the Marks, trade dress, recipes, formulas. food preparation
procedures, business methods. forms, policics, trade secrets, knowledge and techniques.

B We operate and franchise others to operate SUBWAY® restaurants using the System, including the
Marks. ’

C. You want access to the System to establish and operate the Restaurant at a location you select and we
approve

D You acknowledge the System includes confidential and proprietary information which we, our Affihates
(defined below), and the development agents, franchisees and agents of us or our Affiliates, will give you to use only
to establish and operate the Restaurant An “Affiliate™ means a person or entity that directly or indirectly through
onc or more Intermediaries, controls, {s controlled by, or 1s under common control with, another person or entity.

E. We have granted, and will continue to grant, access to the System to others to establish and operate
SUBWAY® restaurants Our goal is to be the number one gquick service restaurant system in every market we enter
and we plan to open many more outlets in all markets that we choose to develop. This-Agreement does not grant
you the right to own additional SUBWAY* restaurants, You acknowledge we do not have to scll you additional
franchises or consent to your purchase of existing franchises

F You acknowledge the only consideration we receive [rom you [or granting you the hcense to use the
System consists of the Franchise Fee, the Royaltly and performance of your other promises under this Agreement.

G. You acknowledge you personally received our Franchise Offering Circular and its exhibits, including
this Agreement (the “Offering Circular®), at or prior to your first personal meeting with our employee, development
agent, agent, or representative and at least ten (10) business days before you signed this Agreement, and you
signed a Receipt for the Offering Circular. You represent you carefully reviewed the Offering Circular and had
enough time to consult with a lawyer, accountant, or other professional advisor, If you wanted, and you understand
and agree to be bound by the terms, conditions, and obligations of this Agreement. You also represent you had full
opportunity, with the help of a professiona) advisor if you used one, to ask us and our employees, development
apents, agents, or representatives, all approprale questions and we and our employees, development agents,
agents or representatives answered all of your guestions to your satisfaction, except questions on the subject of
potential earnings, discussed in the following paragraph If you did not use a professional advisor, you represent

you are satsfied relying on your own education, expenence, and skill in evaluating the merits of a franchise
offering.

H. You acknowledge no employee, agent, or representative of ours. or of our Affiliates, or our development
agents, made any oral, written or visual representation or projection to you of actua) or potentia) sales, earrings, or
net or gross profits. You also acknowledge no employee, agent, or representative of ours, or of our Affiliates, or our
development agents, has made any statements that are contrary to, or different from, the information in the
Offering Circular, including but not himited to any statements about advertising, marketing, media support, media
penetration, training. store density, store locations, support sesvices and assistance, or the costs to establish or
operatc a SUBWAY® restaurant, except for any statements you wrote in at Paragraph 15,

I You represent you understand the risks of owning a business and specifically the risks of owning a
SUBWAY*® restaurant, and you are able to bear such risks. You acknowledge the success of the Restaurant will
depend primarily on your own efforts and abllities and those of your employees, and you will have to work hard and!
use your best efforts to operate the Restaurant. You also acknowledge other factors beyond our or your control will
affect the Restaurant’s success, including but not limsted to, competition, demographic patterns, consumer trends,

interest rates, economic conditions, government policies. weather, local laws, rules and regulations, legal clasms, . ]
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inflation, labor costs, lease terms, market conditions, and other conditions which may be difficult to anticipate,
assess, or even fdentify  You acknowledge that you are subject to all federal, state and local Jaws relating to the
franchisc business. You recognize some SUBWAY® restaurants have failed and niore will fall in the future  Yeou
understand that your success will depand substantially on the location you choase. You acknowledge our approval
of the location for the Restaurant does not guarantee the Restaurant’s success at that Jocation and the Restaurant
may lose money or fall

J This Agrcement does not grant you any territorlal rights-and we and our Affiliates have unlimited rights
to compete with you and to license others to compete with you.

LiKy. YOU UNDERSTAND:AND ACKNOWLEDGE THAT PARAGRAPH 14 OF THIS AGREEMENT‘AMENDS.
 ANY EXISTING FRANCHISE AGREEMENTS YOU HAVE WITH'US, 5 intlude the following provisions of this
Agreement: Subparagraph 5.b, (regarding compliance with applicable laws and Operations Manual and royalty
increase for non-compliance), Subparagraph 5 ¢_(regarding payment of taxcs, costs and expenses, responsibllity
for employment practces and employees, insurance and indemnification), Subparagraph 5 [, (regarding reporting
fnformation electronically by personal computer based point-of-sale system, SUBWAY® Cash Card Program and
other new technology injtiatives, high speed broadband connection, real-time sales reporting, providing electronic,
audio and video data and acceptance of debit and credit cards), Subparagraph 5.8 (regarding record keeping).
Subparagraph 5.h (regarding fees for under-reporting), Subparagraph 5., (regarding payment of advertising
contributions and Increasing advertising percentage), Subparagraph § m. (regarding use of domain names},
Paragraph 8 (regarding defaults and termination), Paragraph 10 {regarding dispute resolution), Subparagraph 1 1.
{regarding interest and late fees), Subparagraph §1.m _ {regarding no territorial rights and our unlimited right to
compete), Subparagraph 11.n, (regarding compliance with anti-terrorism Jaws), Subparagraph 4. (ay

to use personal information and to conduct an investigative background searchyf 8 fepard:
: ;gp.v‘cmlh“g":la‘w'.’%r'riéi"&gérif‘élauée"and contiriuing effect), arid:Paragraph 17 (regardity -

ENOUUNDERSTANDAND ACKNOWLEDGE ALL DISRUTES OR CLAIMSARISING. OUT.OF OR,
. O THIS AGREEMENT -EXCEPT F e S R e S T

; RELATING.
' +WILL'BE-

" ARBITRATEDR IN CONNECTICUT, UNDER PARAGRAPH: 16 BELOW, JF.NOT.OTHERWISE RESOLVED.

AGREEMENT:

Acknowledging and agreeing to the above recitals, we and you (the “parties”) further agree
"

1, FRANCHISE FEES. When you sign this Agreement, you will pay us the Franchise Fee checked below,
which we will not refund except as we specifically provide for below, 1Check onelt

a Standard Fee $15000 You will pay our standard fee for a first or additional franchise. We may

, refund one-half (1/2) ol your Franchise Fee 1f you fail to achieve a passing score on the standardized test conducted
durlng the tralmng program as provided in Subparagraph 5.a.(2}, If you sign this Agreement, including the Specific
Location Rider, we may refund your Franchise Fee as provided 1n Subparagraph 5 a (1) of this Agreement as
amended by the Specific Location Rider.

b, Reduced Fee $7,500, (i) You represent you are currently a SUBWAY? franchisce and all of

your franchises are in substantial compliance as defined in the Operations Manual (referenced in Subparagraph
5.b) and there are no defaults under any Franchise Agreements; or (li) You are purchasing your first SUBWAY*
franchise for a non-traditional location we approved and you are a convenlence store operator, a food service,
management company, or other company that provides its own food services, (and you have 50 or more locations or
you have a net worth of at Jeast $10 milllon as shown on an audited balance sheet), or you are a cooperative,
foundation, a qualified non-profit charity, hospital. university, college, other school, or an Indian nation, or
governmental agency or entity, or (i} You are purchasing your first SUBWAY® franchise for a non-traditional
location we approved to be located in a portion of an existing facility you own, lease or otherwise contro! under a
management agreement and you are a franchisee in good standing of a nationally branded gasoline retailer. “If you
are purchasing a franchise for a non-traditional location under clause {ii) or clause (il}), we may disapprove the
location within ninety (80) days, terminate this Agreement and refund the Franchise Fee If any of these
representations are not true (based upon the most recent store evaluation) when the Restaurant opens, you agree
to pay an addiuonal $7,500.

¢ Extension Fee §1,000. You previously signed a Franchise Agreement and paid a Franchise Fee but
did not sign a Sublease in the time permitted. The original Franchise Agreement is replaced by this Agreement
You agree to sign a Sublease within two (2) years with no right to any extension,

d Satellite Fee $5,000, You will opcrate the Restaurant as a limited restaurant supported by an
existing Base Restaurant, as defined in the Satellite Rider  This Agreement for the Restaurant, Including the y

-

3



Satcllite Rider, is the separate Franchise Agreement for the satellite restaurant  We will refund the Franchise Fee
for the satellilc restaurant as provided in Subparagraph 5 a(1) of this Agreement as amended by the Satellite Rider

¢ Add On Fee $11,250. Individuals who are existing SUBWAY® [ranchisees represent their franchises
are in substantial comphance with the Operations Manual and there are no defaults under any Franchise
Agreements The Franchise Fee is the reduced Franchise Fee of $7,500 plus an add-on fee of $3,750 to add
individuals who arc not SUBWAY* franchisces. H the representations of the existing franchisees arc not true when
a lease is signed, you agree to pay an additional $3,750. We may refund your add-on fee of $3,750 if an individual
Is added to this Agreement and fails to achleve a passing score on our standardized test conducted during the
training program as provided in Subparagraph 5.a (2).

f School Lunch $0. A school board, school distrnct, municipality or institutional food service provider (or
its nomince), or an individual extsting franchisee is signing this Agreement to establish a restaurant in a school
{grades K-12) This Agreement includes the School Lunch Rider

Transfer $0. Franchise No. 13913 owned by Douglas Petersen (*Seller’) was transferred to you.
(Scller may have paid a transfer fee)) The Scller's Franchise Agreement is replaced by this Agreement

h. Amendment or Renewal $0. This Agreement replaces and/or renews the Franchise Agreement dated

2, ROYALTY PAYMENTS. You will pay us weekly a Royalty equal to eight percent (8%) of the gross sales
from the Restaurant and cach sandwich restaurant you operate throughout the term of this Agreement, except as
provided in Subparagraph 5 b. "Gross sales® means all sales or revenues, including catering and delivery, from
your business exclusive of Sales Tax {as defined in Subparagraph 5 c).

3. PERMITTED ACCESS TO THE SYSTEM AND MARKS, We grant to You duning the term of this
Agreement .

a. Continued access to the System, including the loan of a copy of the Operations Manual.

b. Continued access to Information pertaining to new developments, improvements, technigues and
processcs In the System

c A limited, non-exclusive license to use the Marks in connection with the aperation of the Restaurant at
one (1) location at a site we and you approved,

4, OUR OBLIGATIONS. We will provide you during the term of this Agreement;

a A training program [or establishing and operating a restaurant using the System, at a locstion we
choose. You will pay all transportation, Jodging, and other cxpenses to attend the traimng program.

b . A representative or development agent of ours to call on during our representative’s or devclopment
agent’s normal business hours for cansultation concerning the operation of the Restaurant.

¢ A program of assistance. including perjodic consultations with our representative or development agent
in a location we choose; an electronit newsletter advising of new developments and techniques in the System, and
access during their normal business hours to speclfied office personnel you may call for consultations concerning
the operation of the Restaurant.

5. YOUR OBLIGATIONS, You agree to do the following

a In regards to the Sublease for the Restaurant:

(1} You will sign a Subleasc or In limited circumstantes a hcense for the Restaurant {"Sublease”)
within two (2) years after signing this Agreement, Il you do not, this Agreement will ’
automatically expire unless you 1) request and are granted an extension, i) pay an extension
fee of $1.000 US, and i) sign our then current franchisc agreement

(2) Bcfore opening, you must successfully complete the training program we provide under

Subparagraph 4 2 You may be dismissed from the training program and this Agreement may

be terminated if you fall to act in a professional manner at all times during the training
program in accordance with our Business Code of Conduct. Your Franchise Fee will not be

refunded. You may be required Lo achicve a passing score on our standardized test conducted . {
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duvring the tralning program, I you fail to achieve a passing score, you will have the option to
take one final retest  If you fail to achieve a passing score on the final retest or you opt not to
take the final retest, we may dismiss you from the tralning program, cancel this Agreement and
refund one-half (1/2) of your Franchise Fee If morc than one individual signs this Agreement,
any one of the individuals who does not achicve a passing score on the test may be dismissed
from the training program, removed from this Agreement and no poruon of the Franchise Fee
will be refunded. We will not reimburse you for your travel expenses

{3) The Restaurant will be at a location found by you and approved by us We or an Affiliate we
designate will lcase the premises and sublet them to you We or our designee will attempt to
secure a fair rent for the premises but we cannot represent it will be the best avallable rent in
your area If you materially breach this Agreement or the lease, we or our designee may
terminate the Sublease with you after giving the notice required in the Sublease.

(4) After you sign the Sublease, you will construct, equip, and open the Restaurant to the
specifications contalned in the Operations Manual

b. You will operate your business in compliance with all existing and Tuture applicable laws and
governmental regulations, including, but not limited to, those concerning labot, taxes, health, and safety. You
will be required to pay all fees associated with such comphiance  You agree to obtain and keep in force, at your
expense, any permits, licenses, registrations. certifications or other consents required for leasing, constructing,
or operating the Restaurant
You will operate the Restaurant in accordance with our Operations Manual (the “Operations Manual?), which
contains mandatory and suggested specifications, standards and operating procedures, which may be updated
from time to time as a result of experience, or changes in the law or marketplace. You will make, at your sole
expense, changes necessary to conform to the Operations Manual, including, but not limited to. repairing items not
in good condition or not functioning properly, and upgrading and remodeling the Restaurant, including leasehold
improvements, furniture, fixtures, equipment, and signs, You acknowledge thesc requirements are necessary and
reasonable to preserve the identity, reputation, and goodwill we developed and the value of the franchise. You
agree to make the repalrs and the updates, and pay all reasonable, required costs within reasonable time periods
we eslablish  You will adhere to quality control standards we prescribe in the Operatons Manual or elsewhere with
respect to the character or quality of the products you will sell or the services you will perform in assoclation with
the Marks You must respond to and satlsfy all customer complaints,

If you fall to operate the Restaurant in accordance with the Operations Manual, we may terminate this Agreerfrent
under Subparagraphs 8 a, 8 b, and 8.c, as applicable. In lieu of termination, we may unposc a fee as a pre-
estimate of losses for each day the Restaurant is not in compliance with the Operations Manual to compensate us
for damages and for costs we incur to compe) you to bring the Restaurant into compliance. I the Restaurant is
Significantly Out of Compliance as defined In the Operations Manual for three (3) consecutive evaluations, your
toyalty rate for the Restaurant will increase to ten percent (10%) of gross sales and will remain at that rate until the
Restaurant operates for three (3) consecutive months without being Significantly Out of Compliance, This increase
in the royalty rate will cover our expenscs to administer the Restaurant’s compliance with the Operations Manual,
The Operations Manual, as amended from time to time, is intended to further the purposes of this Agreement and
1s specifically incorporated into this Agreement, The Operations Manual constitutes a confidential trade secret and
will remain our property, You may not, and you may not allow others to, reproduce or photocopy the Operations
Manual, In whole or in part, without our written consent. You will not conduct any business or sell any products at
the Restaurant other than the business and products we approve for the location

¢ You will be solely responsible for all costs of buillding and operating the Restaurant, including, but not
limited to, sales or use tax, goods and servites tax, gross receipts lax, cxcise tax or other similar tax (“Sales Tax"),
fees, other taxes, customs, stamp duty, other dutles, governmental registralions, construction costs and permits,
cquipment, furniture, fixtures, signs, advertising, insurance, food products, labor, utilities, and rent, We will not
have any liability for these costs and you will reimburse us for any such costs that we must pay in connection with
your operation of the Restaurant. You will pay any Sales Tax imposed by law on the Franchise Fee, Royalty,
advertising fees, and any other amounts payable under this Agreement, whether assessed on you or on us. If we
must make the payment to the taxing jurnsdiction for any Sales Tax that is your responsibility under this .
Agreement, we will pass the amount on to you and you will relmburse us, You must register to collect and pay
Sales Taxes before you open the Restaurant, and you must maintain these registrations during the term of this
Agreement, You will recruit, hire, train, terminate, and supervise all Restaurant employees, set pay rates, and pay
all wages and related amounts, including any employment benefits, unemployment msurance, withholding taxes or
other sums. and we will not have any responsibility for these matters

The insurance you must obtain and maintain includes, but 1s not imited to, statutory worker's
compensation in the minimum amount required by law, comprehensive liability insurance, including products
liabillty coverage, in the minimum amount of 52,000,000 per occurrence/$4,000.000 general aggregate, and
business vehicle coverage, including hired and non-owned vehicle llability coverage, in the minimum amount of
$1.000,000. You must provide us with a copy of your Certificate of Insurance when you return your signed
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Sublease or finalize your leasc  You will keep all insurance policles in force for the mutual benefit of the
partics  With the cxception of worker's compensation and bwned vehicle coverage, all insurance policies must
name as additional insureds. us, our Affiltates, our Development Agent assigned to the Restaurant (the
“Development Agent’), and our agents, representatives, sharcholders, directors, offiters and employees, and
thosc of our Affiliates and the Development Agent (the “Additional Insureds®), with such coverage being primary
coverage Your insurance company must agree to give us at feast twenty (20) days' prior written notice of
termination. expiration, material modification, or cancellation of your policy, or cancellation of any of the
Additional Insurcds as an additional insured You agree to defend, indemnufy, and save harmless, the
Additional Insureds, from and against all liability, injury, Joss, cost and expense of any type {including lawyers'
{ees), and damages that ansc in or in connection with your operatlon of the Restaurant, regardless of cause or
any fault or negligence (including sole or concurrent negligence) by the Additional Insureds, which
indemnification will not be relieved by any insurance you carry  You acknowledge we may modify or increase
the insurance requirements during the term of this Agreement due to changes in experience, and you agree to
comply with the new requirements. You acknowledge we may from time to time designate one or more
approved insurance brokers or compamnes under a master insurance progratn we establish for franchisees
generally, and you must purchase your coverage from pne of the approved insurance brokers and/or their
assoclated company,

You. will not own or'bperate, of assist anothet persofito-own dr operate, any other business anywhere,
i -directly or indircctly, during'thé'tcrin of this Agreement, whichis:Adentical with.or:simiar.tothe-business

. feasonably contemplated by this Agreementsiéxtept as duir authorized representative or as our duly licensed
franchisee at-a location we approve.* You agree to pay us $ 15,000 for cach business you own or operate in
violation of this Subparagraph, ptus elght percent (8%) of sts gross sales, as being a reasonable pre-estimate of the
damages we will suffer, We may also scck to enjoin your activities under Subparagraph 10.d

e. You will sign and deliver to us appropriate electronic funds. transfer preauthorized draft forms (or forms
serving the same purpose) for the Restaurant's checking account before you open the Restaurant By signing these
forms, you authorize us to withdraw money from the account on a timely basis to collect the appropriate Royalty,
advertising contributions, interest, late fees, and other charges that you will owe, under this Agreement or under
any other Franchise Agreement you have with us. In certam clrcumstances, you will also authorize us to withdraw
money for fees that we pald to a third party on your behalf in connection with the Restaurant,

f. " You will report your gross sales by telephone, facsimile, electromcally, or by other means we
permit, within two (2) days after the end of the business week (currently Tuesday). You will submit weekly
summaries showing results of the Restaurant's operations by the following Saturday, in writing or in electronic
form, as we permit, to locations we designate. You agree to use and maintain at the Restaurant a personal
computcr based point-of-sale system and software compatible with our requirements, You agree to install
additions, substitutions. and upgrades to the hardware, softwarc, and other ftems to maintain ful} operational
cfficiency and to keep pace with changing technology and updates to our requirements, You will record all sales
and designated business information in your system in the manner we specify in the Operations Manual, You will
report your information to us clectronically as we speclfy and we may call up or poll your system to retrieve the
information at any ume. We may estimate gross sales 1f you fall to report on time- We may withdraw money from
yoeur checking account for Royalty and advertising contributions under the above Subparagraph, for, the amounts
then duc based on reported or cstimated sales. We will adyust charges based on estimated gross sales after we
determine actual sales

You will use and maintain an email address to send and receive electronic mail and attachments on the
Internet  You may be required to fnvest in and implement new technology initiatives, which may include but will
not be Jimited to the SUBWAY® Cash Card Program, LCD or plasma monitors, music, internet TV broadcast, WIF],
and Software Management applications, video surveillance, remotce ordering through kiosks, PC's or hand hcld
devices, E-learning, and software appheations designed to better manage business kunctions and control costs, You
will be responsible for all [ees associated with these new technology initiatives. You may be required to use a
suppller we designate for any goods and services associated with these nitiatives. In the future. you will be
required 1o ) connect the Restaurant 10 the Internet through a high-speed broadband connection that meets our
standards and specifications, (ii) report all transactions of the Restaurant to us electromically at the same time
cach transaction occurs, and (iil) provide us with all video, audio and electronic data collected from the Restaurant
in the manner we specify  You may be required to accept credit or deblt cards from customers, You may also be
required to obtain a report of all credit and debit transactions and may have to provide us with a copy of this
report,

g. You shall keep full, complete and accurate books and accounts with respect to the Restaurant, in
accordance with penerally accepted accounting pnnciples and all requirements of law and in the form and manner
prescribed below or as further prescribed by us from time to time. Such records shall be created exclusively for the
Restaurant and shall be separate and apart from records kept for any other business in which you have an '
interest  You will allow our representatives and our development agent and our development agent's oy
representatives to cnter your business premises without prior notice during regular business hours to inspect, . Q
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audit. photocopy, and videotape your business opcrations and records, and to interview the Restaurant’'s
employees and customers Instead of or in addition to the foregoing, you will, upon our written request, make
photocoptes of all records we request and forward them to us or our representatives at such address as we
designate in writing  We will reimburse you for the reasonable cost of photocopying documents that we request
You agree that we shall have the right to examine your books and records, and to perform such audits, inspections,
tests and other anajyses as we deem appropriate to verlfy gross sales. You will keep all of the following at the
Restaurant for the current year and for the immediate past three (3) ycars cash register tapes, control sheets,
weekly inventory sheets, deposit shps, business and personal bank statements and canceled checks, sales and
purchase records, business and personal tax returns, cash recelpts Journals, cash disbursements journals, payroll
registers, general ledgers, seml-annual balance sheets, profit and loss statements, accounting records, and such
other records and information as we may request from time to time. You also grant us permission to examine -
without prior notice to you, all records of any supplier relating to your purchasts, and you hereby authorize such
suppliers to release your purchase records to us at such times and places as we request

h. You will pay us, il we or our representatives determine that you under-reported gross sales, all Royalty,
advertising contributions and other charges duc on the gross sales that were not reported, plus interest and the
Jate fce as provided in Subparagraph 11 f. We may estimate your gross sales to determine whether you under-
reported gross sales. If reported gross sales for any calendar year are¢ less than ninety-eight percent (98%) of the
actual gross sales for that penod, you will reimburse us for all costs of the investigation, including salaries, outside
accountant fees, outside attorneys’ fees, travel, meals, and Jodging. If reported gross sales for any calendar year
are less than nincty-five percent (85%) of the actual gross sales for that period, you must also pay us a lee equal to
one hundred percent {100%) of the amount of Royalty, advertising contributions and other charges due on the
gross sales that were not reported. This fee covers our additional expenses for tracking and administering your
under-reporting. You agree to pay for all costs of any audit that did not occur due to your failure to produce your
books and records at the time of audit if we notified you in writing of the audit at least five {5) days before the
scheduled date  If you fail to submit all of your information to be audited, we may estimate your sales and charge
you.

I You will pay us four and one-half percent (4 %2%) of gross sales of the Restaurant on a weekly basis.
This amount will be placed into an advertising fund managed jointly by us and elected franchisees for the benefit of
franchisees in the System, Your advertising contributions will be placed into an advertising fund that (a) follows
our Transparency Policy and fully discloses all material financlal data about the fund to franchisees, (b) 1s prudent
with expenses, and (c) works closely with us to produce and place advertising to enhance the SUBWAY* brand, At
any time, franchisees may temporatlly or permanently increase the advertising percentage for either the country or
any market designated by the advertising fund by a two-thirds (2/3) vote on the basls of one {1) vote for each
operating restaurant  We and our Affiliates or another enuty that we designate may negotiate advertising
contributions and programs with suppliers, We or our Affiliate may designate that these advertising contributions
shall be forwarded to an advertising fund or be placed into a separate fund to be spent on advertising and related
expenses for the benefit of franchisees at our or our Affiliate’s complete unrestricted discretion. You acknowledge
advertising conttibutions may not benefit franchisees in any area in proportion to the amounts they paid. Within
six (6) months after you sign this Agreement, we may, i our sole discretion, require you to place $10.000 into a
marketing assistance fund to promote the SUBWAY® brand in your Jocal area.

J» You will not place "For Sale’ or similar signs at or in the general vicinity of the Restaurant or use any
words in any advertising that identify the business offered for sale as a SUBWAY* restaurant

k. You will make prompt payment of all charges you owe to us, our Affiliates, your vendors, and the |
landlord of the premises, in addition to Royalty and advertising contributions, and pay all Sales Tax, other taxes,
and debts of the Restaurant as they become due.

§. You will use or dispiay the Marks on materials and stationery used in connection with the Restaurant
only as we permit and as provided in this Agreement or in the Operatons Manual You will display the following
notice in a prominent place at the Restaurant: "The SUBWAY* trademarks are owned by Doctor’s Associates
Inc, apd the independent franchised vperator of this restaurant is a licensed user of such trademarks.”

, m. You will operate and promote the Restaurant under the name SUBWAY® or other name we direct

without prefix or suffix added to the name. You will not use the word “SUBWAY" as part of a corporate or other
business name. You will not license or purchase vehicles, fixtures, products, supplies or equipment, or ncur any
obligations except in your individual, corporate or other business name Any sign face bearing the name SUBWAY®

will remain our property even though you may have pald a third party to make the sign face You will not use the

Marks in a manner that degrades, diminishes, or detracts from the goodwill associated with the Marks nor will you

usc the Marks In a manner which is scandalous, immoral, or satirical, You agree 16 promptly change the manner

of such use if requested to do 50 by us  You will not establish a local domain name for a website using the word ¥
“SUBWAY" without our prior written authorization. The domain name must be registered under the name of DAl

We will require you to cance! your registration of the domain name if you fail to obtain our prior written 2y
authorization At our request, you must remove any Inappropriate information we deem not to be in the best w (
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intercst of the SUBWAY?® franchise systemn Al present or future goodwill associated with the Marks belongs to us
You agree not to contest the vahdity or ownership of any of the Marks, or to assist any other person to do so. You
agree you do not have and you will not acquire any ownership rights in the Marks, and you will nat register or
attempt to register any of the Marks  You agree to assign and transfer to us your rights in or registrations of the
Marks that you have or may have All rcferences (o the Marks in this Agreement include any additional or
replacement Marks assoclated with the System that we authorlze you to use.

n. You will always indicate your status as an independent franchised operator and franchisee to others
and on any document or information released by you in connection with the Restaurant

0. You acknowledge the System includes confidential and proprictary information, including, but not
limited to customer lists, vendor lists, products, recipes, formulas, specifications. food preparation procedures,
devices, techniques, plans, business methads and strateges, organizational structure, financial information,
marketing and development plans and strategies, advertising programs, creative matenals, media schedulcs,
business forms, drawings, blueprints, reproductions, data, Franchise Agreements, business information related
to franchisees, pricing policies, trademarks, published materials Including the mark SUBWAY® and variations
thereof, documents, Jetters or other paper work, trade secrets, know-how, information contained in the
Operations Manual. and the Subway to Subway publication, and all information we or our Affiliates designate
as confidential {*Confidential Information™) Confidential Information will remain our property or our Affiliate’s
property. .

During the term of this Agreement you will not, without the express written consent of our board of directors,
disclose, publish, or divulge any Confidenual Informaton to any person, firm, corporation or other entity, or
use any Confidential Information, directly or indirectly, for your own benefit or the benefit of any person, firm,
corporation or other entity, other than for our benefit  You agree that you will only disclose such Confidential
Information to those employees that need such Confidential Information in the course of their duties and shall
only reveal or transmit the Confidential Information to them after advising them that the Confidentia)
Information has been made available to you subject to this Agreement and they agree to be bound by the
confidentiality terms of this Agreement  You acknowledge that If you violate this provision, substantial injury
could result to us, our Affiiates, you and other SUBWAY® franchisees 1 you violate this provision, you will be
liable to us for our damages and we may also seek {o enjosn your activities under Subparagraph 10.d. You will
return all written Confidential Information, including all reproductions and copies thereof promptly upon our
request, In the event that you are requested or required (by oral interrogatories, requests for information or
documents in legal proceedings, subpoena, civil investigative demand or similar process) to disclose any part bf
Confidential Information, you shall provide us with prompt written notice ol any such request or requirement
so that we may seek a protective order or other appropriate remedy and/or walve compllance with the
provisions of this Subparagraph. If in the absence of a protective order or other remedy or waiver, you are
legally compelled to disclose Confidential Information to any tribunal or else stand lable for contempt or suffer
other censure or penalty, you may, without liability hereunder, disclose to such tribunal enly that portion of
Conhdential Information which your legal counsel advises that you are legally required to disclose,

Confidenual Information shall not 1nclude, and the foregoing restrictions shall not apply to, any information or
materials (a) which becomes generally known to the public other than as a result of a disclosure by you or your
representative; {b) which was disclosed to you In written form, provided that you did not have reason o believe
that the source of the information may have been bound by a nondisclosure agreement with other contractual,
legal or fiduciary obligations of confidentiality to us or any other party with respect to such information or
materials; (¢) becomes available to you on a non-confidential basis from a source other than us, provided that
such source i5 not bound by a nondisclosure agreement with other contractual, legal or fiduciary obligations of
confidentiality to us or any other party with respect to such information or materials; or (d) which Is
independently developed by Reclpient without the use of Confidential Information. The burden of proving that
Confidential Information may be disclosed pursuant to the exception set forth in this subparagraph shall be on
the Recipient,

6, RELOCATION OF THE RESTAURANT, You may relocate the Restaurant only with ocur prior written

approval  You will have one (1) year to relocate the Restaurant and you will pay all expenses and hablities to
terminate the lease and move

7. TERM OF AGREEMENT, If, under local law, this Agreement must be registered then it will not become
effective untl it is The term of this Agreement §s twenty (20) years [rom the date of this Agreement and will
automatically renew for additional twenty (20} year periods unless either party chooses not to renew and sends
written notice to the other at Jeast six (6) months beforc the expiration of any twenty (20) year perfod. Upon renewal ¢
you have the option to either i) continue under the terms of this Agreement and the royalty rate will increase to ten
percent (10%) with all other terms and conditions of this Agreement remalning the same, or 1i) you may sign our
then current Franchise Agreement which will replace this Agreement and which may contain terms or conditions g
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that differ from this Agreement, including financial terms, cxcept for the royalty rate which will remaln at eight
percent {8%) This Agreement will be automatically renewed under option i) unless you send written notice of your
intent to renew uhder option i) at Jeast six {6) months pror to expiration of this Agreement  There will be no
renewal fee .

8. TERMINATION AND EXPYRATION PROVISIONS,

a If we give you ten (10) days' written notice. we may, at our option and without prejudice to any of
our other rights or remedies provided under this Agreement, terminate this Agreement if {f) you abandon the
Restaurant, or {if) you fail to pay any money you owe us, our Affiliates, the landlord of the premises, or any
amounts we may become lable 1o pay because of your action or omission, or (iti) you are evicted from the
Restaurant location for non-payment of rent or related charges  The notice will specily the default and provide
you ten (10) days to remedy the default from the date of delivery of the notice.

b. If we give you ninety (90) days’ written notice, we may, at our option and without prejudice to any of our
other rights or remedics provided under this Agreement, terminate this Agreement if you (i) do not substantially
perform all of the terms and conditions of this Agreement not otherwisc covered in Subparagraph 8.a,, or (i1} you
lose possession of the premises where the Restaurant is located, or (i) you become insalvent, make an assignment
for the bencflt of creditors or seek bankruptcy relief, ether reorganization or liquldation, in any court, legal or
equitable. or (iv) you Jose any permit or license which you need to operate the Restaurant, or (v) you fail to comply
with your duties under this Agreement or the Operations Manual. The notice will specify the default and provide
you sixty {60) days to remedy the default from the date of delivery of the notice. If you cure the default within sixty
(60) days, the notice will be void. B

c. We may, at our option and without prejudice to any of our other nghts or remedies provided under this
Agreement, terminate this Agreement without an opportunity to remedy the default unless prohibited by law if J)
you fail to comply with all civil and criminal laws, ordinances, rules, regulations and orders of public authorities, or
i) intentionally under-report gross sales, falsify financial data or otherwise commit an act of fraud, or ili] you are
convicted or plead gullty or *nolo contendere” to a felony, a crime of moral turpitude, an indictable offense, unfair
or deceptive trade practices, or any other crime or offense that we believe s Injurious or prejudicial to the System,
the Marks or the goodwill assoclated therewith, or iv) if you use the Restaurant or the Restaurant location for any
lllegal or unauthorized use, or v) we determine that you are a suspected terrorist or otherwise assoclated directly or
indirectly with terrorist activitles, or vi) you are dismissed from the training program Y

After the second notice of a default under Subparagraph 8.a, or 8 b., any subsequent default in the
following twelve (12) month period, will be good cause for a final termunation without providing you an opportunity
to remedy the default or even if you remedy the default.

d. Our walver of any of your defaults will not constitute a waiver aof any other default and will not prevent
us from requlring you to strictly comply with this Agreement,

e. Upon termination or expiration of this Agreement, all of your rights under this Agreement will
terminate  You must change the appearance of the Restaurant, unless we instruct you otherwise, so it will no
longer be identifled as a SUBWAY® restaurant, and you must stop using the System, including the Marks,
signs, colors, structures, personal computer based point-of-sale system software developed for SUBWAY®
restaurants, printed goods and forms of advertising indicative of our sandwich business and return the
Operations Manual to us. You are required to cancel any permits, heenses, registrations, certifications or other
consents required for leasing, constructing, or operating the Restaurant Il you fail to do so within a
reasonable time, we are authorized to cance] them for you If you breach this provision, you will pay us $250
per day for each day you are in default, as being a reasonable pre-cstimate of the damages we will suffer. We
may also seek to enjoin your activitles under Subparagraph 10.d.

f. If any of the provisions above which permit us to terminate the franchise violate your state taw, if it
applies, such state law relating to termination will prevall over the offending provisions

g.:For three (3) years after the termination, expiration or transfer of this Agreement, you will not directly or
indirectly engage in, or assist another to engage in, any sandwich business within three (3) miles of any jocalion
where a SUBWAY* restaurant operates or operated In the prior year. You agree to pay us $15.000 for cach
sandwich business location you are associated with in the restricted area In violation of this Subparagraph, plus
eight percent (8%) of the gross sales of such location during the three (3) year period, as being a reasonable pro-
estimate of the damages we will suffer We may also seek to enjoin your activities under Subparagraph 10 d

Nothing in this Subparagraph or any other provision of this Agreement grants you any territorial or other exclusive y

rights,

oy
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h  Upon terminatlon, expiration or transfler of this Agreement, you agree to remain bound by the
provisions of confidentiality and non-disclosure under Subparagraph 5 o of this Agrcement. You acknowledge
that all Confidential Information will remain our property or our Affiliate’s property  You will not at any time
after termination, expiration or transfer of this Agreement. without our prior written consent, disclose to any
unauthorized person or entity, or use for the benefit of any unauthorized person or entity, any Confidential
Information “ : _

i Upon termination or expiration of this Agreemént, all telephone listings, telephone numbers, Internet
addresses and domain names used by the public to communicate with the Restaurant will automatically become
our property if permitted by state law. In any event, you agree not o use any telephone numbers, Internet
addresses or domain names associated with the Restaurant after the termination or expiration of thls Agreement,

J We have the right to repurchase the Restaurant within thirty {30) days of termination or
expiration of this Agreement at fair market value minus any money you owe us. our affiliates or the landlord, If
we do not purthase the Restaurant, you are responsible {or obtaning a termination and mutual relcase of the
Jeasc from the landlord of the premiscs on whsch the Restaurant is located, You are responsible for all costs
associaled with obtaining the termination and mutual release, including but not limited to any amount owed to
the landlord

9. TRANSFER AND ASSIGNMENT OF THE RESTAURANT.

a You may only transfer the Restaurant with this Agreement and only with our prior written approval, as
provided in this Paragraph 9 You may transfer the Restaurant and this Agreement to a natural person or persons
{not a corporation), provided: (1) you first offer, in writing, to sell the Restaurant (o us on the same terms and
conditions offered by a bona fide third party purchaser, we fall to accept the offer within thirty (30) days, and we
. approve your contract with the purchaser, (2) each purchaser has a satisfactory credst rating, and 15 of good moral
character, {3) cach purchaser received a passing score on our standardized test (if not already a SUBWAY®
franchisee) and attended and successfully completed our training program or agrees to attend our first available
training program promptly after the sale {and then must successfully complete the training program or will be In
default under the Franchise Agreement): (4) each purchaser received the required disclosyre documents In
accordance with our pohicies and federal and state laws, rules, and regulations, and signs the then current form of
Franchise Agreement which will amend and replace this Agreement and may contain terms that differ from this
Agreement, including financial terms, and assumes the Sublease for the Restaurant; (5) you pay in full all money
you owe us, our Affiliates, for all your SUBWAY® restaurants and you are not otherwise in default under this
Agreement; {6) you pay us §7,500 plus any applicable Sales Tax) for our legal, accounting, training, and other
expenses we incur In connection with the transfer, (7) you deliver a general release in favor of us, the Development
Agent and our Affiiates, and agents, representatives, shareholders, partners, directors, officers, and employees of
ours and of the Development Agent and our Affiljates signed by you and each purchaser, (8) you transfer the
Operations Manual for the Restaurant to the purchaser on the date of transfer; and {(9) at or prior to the time of the
transfer you bring the Restaurant into full compliance with our then current standards set forth in the Operations
Manual. All transler documents will be in Enghsh in a form satisfactory to us. During the transfer process, DAl
may share your personal information with its affiliates or prospective franchlsees In accordance with the
procedures sel forth in the DAl Privacy Policy. If you do not want your information shared during the transfer
process, You must opt out exther prior lo the completion of the store transfer or at the time of the transfer Al} opt
out requests should be duected to the Privacy Officer, as sct forth in the policy.

b. You may assign your rights under this Agreement to operate the Restaurant {but not this Agreement) to
a corporalion (or similar entity) provided: (1) the corporation is newly organized andits activitics are confined
exclusively to operating the Restaurant; (2) you are, and remain at all times, the owner of the controlling voung
interest and majority ownership interest (more than 50%) of the corporation, (3) each indiwdual who signs this
Agreement owns no less than twenty-five percent (25%) of the corporation, unless we require otherwise; (4) the
corporation delivers lo us a writien assumption of your obligations under this Agreement, (5) all shareholders of the
corporation deliver to us a writlen guarantee of the full and prompt payment and performance by the corporation of
all its obligations to us under the assignment; (6) you acknowledge to us In writing that you are not relieved of any
personal habllity; and {7) you deliver a genheral release described In Subparagraph 9.a.. signed by you, the
corporation, and each shareholder of the corporation  You will also remain personally llable under the Sublease.
You acknowledge that any judgment awarded In our favor, pursuant to this Agreement, may be enforced against
you, the corporation and its successors or assigns, ‘

. Your rights under this Agreement may pass to your next of kin or legatee upon your death, Each such
transferee must receive a passing score on our standardized test (if not already a SUBWAY® franchisee), debver a
written assumption to us, and agree in wnting to attend our next training sessfon  Each transferee must then
successfully complete our training program or will be 1n default under this Agreement The transfefees will also
assume the Sublease in writing
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: ~Prodedures of such rdles oriunder the Optiohal*Rules:For, Emergency Measures, of Prot

 restrictions (including the site of the arbitration) on the enforcement of the arbitratior

beborne equally bybesparties, The parties agree that {Bfidge
“tinder this Paragraph 10, and that such hearings shall

“ThcIuding court costs, arbitration filing lees and other costs and attorney's lees

d. We may transfer and assign this Agreement without your consent, and this Agreement will inure to the
beneht of our successors and assigns.

10. ARBITRATION OF DISPUTES.

 ashny:dispute: controversy, or- claim arisingout of or-relating to this-Agreement of the-breach thercof
shall be settled by arbitrationi’ The arbitration shall be administered by an arbitration agency, such as the
Amecrican Arbitration Association ("AAA™) or the American Dispute Resolution Center, in accordance with its
administrative rules Including, as applicable, thg@orrntéroralRulesiof-the AAA and:undey

rendercd by the Arbitrator may be entered in any court having jurisdiction thereof, ¥Th
okt Conntcticut shall be'the or all hearings held
¢ before a Sinigle ai birator, not a panel, and neither party
shall pursue class clains and/or consolidate the arbitration with any other proceedings to which we are a party,
The parties will honor validly served subpoenas, warrants and court orders.

b If you breach the terms of your Sublease, the Sublessor, whether us or our degignee, may exercise its
rights under the Sublease, including to evict you from the franchised location "Any action brought by the
Sublessor to enforce the Sublease, including actions brought pursuant to the cross-default clause in Paragraph 6
of the Sublease (which provides that a breach of the Franchise Agreement is a breach of the Sublease)gisinot 1o be
gonstrued as an arbltrable dispute,

The parties agree that you may seek a stay of any eviction brought under the cross-default clause in Paragraph 6 of
the Sublease by filing a demand for arbitration in accordance with Subparagraph 10 a, withid thirty (30} days of
the Sublessor's commencement of the eviction The stay may be Hifted upon conclusion of the arbitration, You may
not seek a stay of eviction for any actions involving non-payment of rent or in a case where an arbitration award
under the Franchise Agreement has been issued.

i “You may-only scek damages of any remedy under Jaw or equity for any arbltrable claim against us or
our successors or assigns: You agree that-our Affiliates, shareholders, directors, officers, employees, agents and
representatives, and their afliliates, shall not be liable nor named as a party in any arbitration or Jitigation
proceeding commenced by you where the claim arises out of or relates 10 this Agreement You further agree that the
forcgoing parties are intended beneficiaries of the arbitration clause, and that all clalms against them that arisk out
of or relate to this Agreement must be resolved with us through arbltrationgfiyou name-a:party in-any atrbitration
or:litigation proceeding in violation of this Subparagraph 107c,. you will reimburse us for reasonable costs incurred,
including but not limited to, arbitration fees, court costs, lawyers' fees, management preparation time, witness lees,
anhd travel expenses incurred by us or the party,

d Notwithstandsng the arbitration clause in Subparagraph 10.@% an action for
injunctive rellef in any court having jurisdiction to enforce our trademark-or_propfictary rights, the covenants not to
compete, or the restriction on disclosure of Confidential Information in order to avoid irreparable harm to us, our
affilates and the franchise system as a whole

e, Any-disputes concerning the enforceability or scope of the arbitration clause.shall be resolved pursuant
to the Federal Arbltration Act; 9 U.S.C. §¢t-seq ' FAAT)indithe:pe

tig we or you.commenee afi-acfion in-any court of a claim that arses 60Tbf
1on clause or as OthCIwISe permitie
Fparty will-be.responsible for-the.other.party s eXpenses oL eNiorcing |

[ We and our Affillates, and you and your Affiliates, will not withhold any money due 1o the other party
and its Affiliates, under this Agreement or any other agreement. A party or its Affiliate that withholds money in
violation of this provision will reimburse the party or Its Affiliate whose money 1s withheld for the reasonable costs
to collect the withheld money, notwithstanding the provisions of Subparagraph 10.a. These costs include, but are
not himited to, mediation and arbitration fees, court costs. lawyers' fees, management preparation time, witness

fees, and trave] expenses incurred by the party or its Affillate or an advertising fund, or its agents or
represcntatives,

g I a party () commences action in any court, except to compel arbitration, or except as specifically
permitted under this Agreement. prior to an arbltrator's fina) decislon, or (1) commences any arbltration in any
forum except where permitted under this Paragraph 10, or (iii) when permitted to commence a ltigation proceeding. ¥
commences any litigation proceeding in any lorum except where permitted under this Paragraph 10, then that
party is in default of this Agreement The defaulting party must commence arbitration (or a bitigation proceeding, if

"
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permitted under this Paragraph 10), in a permatted forum prior to any award or final judgment  The defauiting
party will be responsible for all cxpenses incurred by the other party, including lawyers' fees. Subject to federal or
state law, Il a party defaults under any other provision of this Paragraph 10, or under any provision of Paragraph
17 or Paragraph 18, including, but not limited to, making a claim for special, incidental. consequential, punitive, or
multiple damages, or damages in excess of the amount permitted under this Agreement, or you name a person or
entity in any arbitration or legal procecding other than us, the defaulung party must correctits claim. The
defaulting party will be responsible for all expenses incurred by the other party, or the improperly named persons
or entities, including Jawyers' fecs, and will be hable for abuse of process

11. OBLIGATIONS OF THE PARTIES. The parties also agree as follows

a You are, and will at all times be identified as, a natural person and an independent contractor  You are
not our agent, partner, or employee This Agreement does not create a partnership, joint venture, agency, or
fiduciary relationship. ‘

b All or any part of your rights and privileges under this Agreement will return to us if for any reason you
abandon, surrender, or sulfer revocation of your rights and privileges

n0r trbunal.with.valid jurisdiction ina pr&ce‘e‘dmg-m Which we are a

‘forrany. reasen; any.court; agency,
s n

£panty.: nal; norappealable-ruling: that a gortidAofihis Agreement is: o:or$n.conflict with
~@ny.applicable present or future law: rule.cor regulation.affersgiving such portignthesbroadest-legal intérpretation
pbsSible, then: thatportion will be igyalid»anqﬂ:s'gg_g,@blw The remalnderof this Agréement will not besaffected-and

_will continue to beé gl réc an . “Ahyinvalif;portion will.be deemed not.to be a-part of this Agreement
as,of the date the ruling becomes finalifiyou are-a. partyto the: preceedings, or upon your-receipt of natice of
Honenforcement from us. If:a court, agency, or tribunal decides a covenant not to compete is too broad as to scope,
time, or geographlic area, the partics @uthofize thecoiirt agency or tribiinal 10 modify the-covenant to the extent
Mnegessary 1o make it enforceable,

d No previous course of dealing or usage in the trade not specifically set forth in this Agreement will be
admissible to explain, modify, or contradict this Agreement.

) e. The parties will give any nobce required under this Agreement in writing, and will send it by certified
mail, registered mail or by a mal] service which uses a tracking system, such as Airborne Express or Federal ®
Express We will address notices to you at the Restaurant or at your home until you designate a dilferent address
by written notice to us. You must notify us of any address changes, including changes to your electronic mall
address You will address notices to us to Doctor's Associates Inc., 325 Bic Drive, Milford, CT 06460-3059,
Attention Legal Department., Any notice will be deemed given at the date and time it Is received, or refused, or
delivery is made impossible by the intended recipient

f. Y your payment is more than one (1) week late you will pay a late fee equal to ten percent (109%) on any
Royaity, advertising contnbutions, or other charges you will owe us under this Agreement  Also, you will pay
interest on all your past-due accounts at up to eighteen percent (18%), but the late fee and interest will not be
greater than the maximum rate allowed by law in the state in which our principal office is located or the Restaurant
is located, whichever 1s higher,

g- You must immediately notify us of any infringement of or challenge to your use of any of the Marks, or
claim by any person of any rights in any of the Marks. We will indemnify you for all damages for which you are
held liable in any proceeding arising out of the use of any of the Marks in compliance with this Agrecment, provided
you notify us promptly, cooperate in the defensc of the claim, and allow us to control the defense of the action. If a
third party challenges any of the Marks claiming snfringement of alleged prior or superior rights in the Mark, we
will have the option and right to modify or discontinue use of the Mark and adopt substitute Marks in your
geographical business areas and in other areas we select, Our habihty to you under such circumstances will be
limited 1o your cost to replace signs and advertising materials, You acknowledge and agree we have the exclusive
right to pursue any trademark infringement claims against third parties,

h Il we terminate this Agreement and we must purchase the Restaurant’s equipment, leasehold
improvements, or both, under any applicable state law, rule, regulavon, or court decision, the purchase price will

be your original cost, less depreclation and amortizauon, based on a five (5) year lfc under the straight-line
method

1. If the landlord terminates the leasc for the Restaurant and an arbitrator or court determines you did not

breach the Sublease and it was our fault or our Alliliate's fault the landiord terminated the lease, our obligation to ¢

you wifl be himited to the original cost of your leasehold improvements, less depreclatjon based on a five (5) year life
under the straijght-line method We will pay you when you reopen the Restaurant in a new locaton I the

i2
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arbitrator or court determines you breached the Sublease or it was not our fault or our Affiliatc's fault the landlord
terminated the lease, we and our AfTiliate will have no obligation to you for termination of the lease

. {ggedfyou beheve that we are 1n default under this Agreement, you must give us written notice by certified

» mal, registered mail or by a mail service which uses a tracking system, such as Airborneé Express:or. Federa
Express. within ninety (90) days of the start of the default clearly stating each act or omission constituting the
default, If we do not cure the default to your.satisfaction within sixty (60} days after we receive your notice, you
may give us notice that an arbitrable dispute exists. The parties will work diligently to attempt to resolve the
arbitrable dispute in accordance with Parapraph 10 '

k You will pay us Sales Tax or other tax assesscd on all payments you make to us that we must collect
from you or pay ourselves to the taxing authonty.

1 You will pay us any apphcable Sales Tax or other tax on behalf of the local taxing authority at the same
time and in the same manner you pay for the taxable goods or services, whether or not the requirement is
specifically stated in this Agreement

m, You understand and acknowledge this Agreement does not grant you any territorial rights and there
are no radius restrictions or minimum population reguirements which limit where we can license or open another
SUBWAY* restaurant, unless provided under applicable state law  We and our Affillates have unlimited rights to
compete with you and to license others to compete with you. You understand and acknowledge-we and our
Affiliates retain the exclusive unrestricted right to produce, distribute. and sell food products, beverages, and other
products, under the SUBWAY® mark or any other mark, directly and indirectly, through employecs,
representatives, licensces, assigns, agents, and others, at wholesale, retail, and otherwise, at any location, without
restriction by any right you may have, and without regard to the location of any SUBWAY® restaurant, and these
other stores or methods of distribution may compete with the Restaurant and may adverscly affect your sales You
do not have any right 10 exclude, control, or impose conditions on the location or development of any SUBWAY®
restaurant, other restaurant, store or other method of distribution, under the SUBWAY® mark or any other mark

n You acknowledge it is our intent to comply with all anti-terrorism laws enacted by the US Government
You further acknowledge that we may not carry on business with anyone officlally recognized by the US
Government as a suspected terrorist or anyone otherwise assoclated directly or indirectly with terrorist activites
The parties agree that if, at any time during the term of this Agreement, it is determined that you are a suspected
terrorist or otherwise associated directly or indirectly with terrorist activities, that this Agreement may be
terminated immediately, You acknowledpe that you are not now, and have never been a suspected terrorist or
otherwise associated directly or indirectly with terrorist activity, including but not limited to, the contribution of
funds to a terrorist organization  You further acknowledge that it is not your intent or purpose to purchase a
SUBWAY® franchise to fund or participate in terrorist activities, :

o You authorwze us, at any time during the term of this agreement, to conduct credit checks or
investigative background search on you which may reveal information about your business experience, ¢ducational
background, criminal record, civil judgments, property ownership, lens, association with other individuals,
creditworthiness and job performance.

12. TERMS, REFERENCES AND HEADINGS. All terms and words in this Agreement will be deemed to
include the correct number, singular or plural, and the correct gender, masculine, feminine, or neuter, as the
context or sense of this Agreement may require. Each individual signing this Agreement as the franchisee will be
jointly and severally hable References to “you™ wil} include all such individuals collectively and mdividually,
References to dollars ($) in this Agreement refer (o the lawful money of the United Stales of America, The
paragraph headings do not form part of this Agreement and shall not be taken into account in its construction or
Interpretaton :

13. GOVERNING LAW.:'Fhis Agreement will be governed by and construed sh accordance with the
substantive laws of the State of Connecticul,without reference o its conflicts of law, eXcept as:may otherwise be
provided in this Agreement The parties agree any frantchise law or busiriess opporturity.law-of:the State of '
Connecticut, now in effect, or adopted or amended after the date of this Agreement, will not apply to franchises g
located outside of Connecticut: This Agreement including the Recitals and all exhibits, contains the entire .J'r(ci
und ndin the parties and supersedes any pri tten or oral understandings or agrcements of the partics
relating to the subject matter of this Agreement The parties may not amend this Agreement orally, but only by a
wiitten agreement, except we may amend the Opcrations Manual from time to time as provided in this Agreement
The prowvisions of this Agreement which by their terms are intended to survive the termination or expliration of this ¥
Agreement, including, but not limited to, Subparagraphs 5¢,5.h, 5.k, 8.d,, 8.e..8.g,8.h, 11.b,, 11 h, 114,

11 m, 11 nand 11.0., and Paragraphs 10, 13, 14, 15, 16, 17, and 19, will survive the termination or expiration of
this Agreement,

s
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14. AMENDMENT OF PRIOR AGREEMENTS. The partes want to encourage advertising cooperation and
franchisee compliance, provide for amicable, timely. and cost effective resolution of Disputes with limitations on
habulity, and clarify certain provisions of existing Franchlse Agreements To achicve these goals, this Agreement
has revised provisions regarding payment of taxes, costs and expenses, responsibility for employment practices and
employees, insurance, indemnification, increasing advertising contributions, reporting information clectronically by
personal computer based point-of-sale system, defaults and termination, intercst and late {ees, dispute resolution,
no territorial rights and our unlimited right to compete, governing law, merger claiise, continuing effect, and
limitation of lability” You agree to accept the provisions set forth in Subparagraph 5§ b, Subparagraph 5 ¢, :
Subparagraph 5 f., Subparagraph 5.g., Subparagraph 5 h, Subparagreph 5. , Subparagraph 5.m , Paragraph 8,
Paragraph 10, Subparagraph 11.f,, Subparagraph 11,m.. Subparagraph 11.n., Subparagraph 11.0, Paragraph 13,
and Paragraph 17 in this Agreement, for this Agreement and to the amendment of all your other existing Franchise
Agreements with us to Include these provisions (If the existing Franchise Agreements do not already include these
provisions) BACH OF YOU SIGNING THISAGREEMENT AS FRANCHISEE ACKNOWLEDGES'AND: . .

. UNDERSTANDS THAT-THIS PARAG {14 AMENDS ALL YOUR EXISTING FRANCHISE AGREEMENTS WITH
#S; 'AND ANY SUCH AMENDMENT WILL SURVIVE THE TERMINATION OR EXPIRATION OF THIS _
“ACREEMENT, This Paragraph 14 amends any existing Franchise Agreement you have if every individual who
signed the existing Franchise Agreement as franchisee signs this Agreement or another Franchise Agreement
containing the provisions of this Paragraph 14

15, NO OTHER REPRESENTATIONS. You acknowledge no employee, agent, or representative of ours, or
our Affiliates, or our development agents, has made any representations to you. and you have not relied on any
representations, except for the representations contained In this Agreement, the Offering Circular, and our
advertising matertals, and except those you have written in below

T . %
‘ 16, NO PRIOR CLAIMS AND GENERAL RELEASE. ¥ou réprésent that as of the date of this Agreement,
you have no claims of any type against us, our Affiliates, or the Development Agent, or our agents, representalives,

sharéholders, directors, officers, and employces, or those of our Affiliates and the Development Agent, except those
yqu have written in below*

You hereby release each of these individuals and entities from all claims other than those you listed above, You
acknowledge and understand that any list of claims and the gencral release will Include any alleged breaches of
franchise or other laws, and any alleged breach of agreement, relating not only to this Agreement, but also to any
agreements or dealings you may have or had at any time with us or any of the above listed individuals or entities

:37, LIMITATIONS ON DAMAGES, EACH PARTY HEREBY WAIVES, WITHOUT LIMITATION, ANY RIGHT

- JEMIGHT OTHERWISE HAVE TO ASSERT A CLAIM FOR AND/OR TO RECOVER LOST:PROFITS AND-OTHER
FORMS OF CONSEQUENTTAL, INCIDENTAL, CONTINGENT; PUNITIVE AND EXEMPLARY DAMAGES FROM THE
OTHER EXCEPT AS PROVIDED HEREIN- EACH PARTY'S LIABILITY SHALL BE LIMITED TO ACTUAL
COMPENSATORY DAMAGES, ACTUAL COMPENSATORY DAMAGES SHALL BE THE GREATER OF (1) $100,000.00
OR (2) AT YOUR SOLE OPTION, ALL AMOUNTS PAID TO US FOR FRANCHISE FEES AND ROYALTIES FOR THIS
AGREEMENT FOR UP TO THREE YEARS PRECEDING THE DATE OF ANY AWARD HEREIN, IF YOU CHOOSE
OPTION (2). WE WILL ALSO REPURCHASE YOUR EQUIPMENT, PURCHASED FROM OR THROUGH US, AT
DEPRECIATED VALUE USING THE FIVE YEAR, STRAIGHT LINE METHOD OF CALCULATION EACH PARTY
ACKNOWLEDGES THAT IT HAS HAD A FULL OPPORTUNITY TO CONSULT WITH COUNSEL CONCERNING THIS

WAIVER. AND THAT THIS WAIVER IS INFORMED, VOLUNTARY, INTENTIONAL, AND NOT THE RESULT OF
UNEQUAL BARGAINING POWER.

oy



18, WAIVER OF JURY TRIAL. EACH PARTY HEREBY WAIVES, WITHOUT LIMITATION, ANY RIGHT IT
MIGHT OTHERWISE HAVE TO TRIAL BY JURY ON ANY AND ALL CLAIMS ASSERTED AGAINST THE OTHER THIS
WAIVER IS EFFECTIVE EVEN IF A COURT OF COMPETENT JURISDICTION DECIDES THAT THE ARBITRATION
PROVISION IN PARAGRAPH 10 (S UNENFORCEABLE, EACH PARTY ACKNOWLEDGES THAT IT HAS HAD A FULL
OPPORTUNITY TO CONSULT WITH COUNSEL CONCERNING THIS WAIVER, AND THAT THIS WAIVER 1S
INFORMED, VOLUNTARY, INTENTIONAL, AND NOT THE RESULT OF UNEQUAL BARGAINING POWER EACH
PARTY AGREES THAT ANY SUCH TRIAL SHALL TAKE PLACE IN A COURT OF COMPETENT JURISDICTION IN
‘CONNECTICUT.

19, CONSENT TO TERMS OF AGREEMENT. You acknowledge you read and understahd this Agrecment,
including any addenda and exhibits, and you agree to be bound by all of its terms and conditjons.

IN WITNESS WHEREOF, the parties have executed this Agreement, as of the date first wntten above,

DOCTOR'S ASSOCIATES INC

oMzt 4 (el

Duly Authorized

= ’ Title:
. vax R jtle:
\/ Farooq Sharyar

Franchisee

DAl 04706
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Franchise: #13913
FRANCHISE AGREEMENT ADDENDUM

This Addendum dated d/w’r\«( 21 2094 amends and supplements the Franchise Agreement
of the same date between Doctor'yAssociates Inc., a Florida Corporation with principal office in Fort Lauderdale,

Florida (*we” or “us”), and Waqa$ Saleemi and Farooq Sharyar ("you"). The Franchise Agre¢ment, as amended by this
Addendum, will be called this "Agrecement”.

AGREEMENT.

The partles amend and supplement the Franchise Agreement as follows

L Subparagraph 5.i. is amended by deleting the last sentence in Its entirety which states: “Within six (8)
months after you sign this Agreement, we may. in our sole discretion, require you to place $10,000 into a
marketing assistance fund to promote the SUBWAY® brand In your local area ~

1 Add the following as new Subparagraph § p

1, Within six (6) months after opening the Restaurant, we may, in our sole discretion, require you to
place $10.000 into a marketing assistance fund to promote SUBWAY® restaurants In your local area.” The monies
will be spent In accordance with a marketing plan developed by you and us.

1. The Franchise Agreement, as amended and supplemented by this Addendum, contains the entire
understanding of the parties The parties can amend the Franchise Agreement further only in a signed writing

The provisions of the Franchise Agreement, as amended and supplemented by this Addendum, are ratified and
aflirmed.

v, You acknowledge you read and understand this Addendum and the Franchise Agreement and consent to

be bound by all the terms and conditions of the Franchise Agreement, as amended and supplemented by this
Addendum,

IN WITNESS WHEREOF, the parties have executed this Addendum, as of the date first written above,
FRANCHISEE(S).

DOCTOR'S ASSOCIATES INC. N

h Moes W Ll

Duly Authorized

Title

‘Far;)oq Sharyar
Franchisece

DAl 4/14/06
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IN THE SUPERIOR COURT OF THE STATE OF

WASHINGTON COUNTY OF PIERCE

WAQAS SALEEM!, a single man, and
FAROOQ SHARYAR, a single man

NO. 08-2-11956-0
Plaintiffs

v, ARBITRABILITY

DOCTOR'S ASSOCIATES, INC., a Florida
Corporation,

Defendant

ORDER ON MOTION TO DETERMINE

THIS MATTER having come on regularly before the above enti

of the Plaintiffs to determine arbitrability, the Court having read the records and files herein and

having heard argument of counsel, it is hereby
ORDERED, ADJUDGED and DECREED that those para
Agreements between Plaintiffs and Defendant that require arbitration

are hereby declared unconscionable and unenforceable. It is further,

l . i E F | I F I- l I |- 4 e l- I i '! » I l ,réa-_._'

Itis further

ORDERED, ADJUDGED and DECREED that the cash bond posted by Plaintiffs be and is

ORDER ON MOTION TO DETERMINE ARBITRABILITY
Page 1 of 2

tied Court upon the motion

graphs in the Franchise

in the state of Connecticut

LAW OFFICES OF
DOUGLAS D, SULKOSKY
535 East Dock Street, Suite 100
Tacoma, WA 98402
Tacoma: (253) 383-5346
Seattle: (263) 838-0088
Facsimile: (253) 572-6662
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hereby discharged. 1t is further /Ka—*
ORDERED, ADJUDGED and DECREED_ A (cat Al 0((9{244:74;

hedeogen e paras Shull b pah dwaded o S Mo Sl
Usdin  wtishhoy dom (o, et pd lim (o fiss g0 Temeslios

X
DONE IN OPEN COURT this &CI day of SWV , 2008

A=Y

JUDGE KITTY-ANN VAN DOORNINCK

Presented by:

Attorney for Plaintiffs. T 376 7 5

Approyed as to form,
noti presentment waived;

Lo A e
#GARY BRANFELD, WSBA# 6537
Attorney for Defendant

ORDER ON MOTION TO DETERMINE ARBITRABILITY LAw OFFICES OF
Page 2 of 2 DOUGLAS D. SULKOSKY
535 East Dock Strest, Sulte 100
Tacoma, WA 98402
Tasoma: (253) 383-5346
Seattle: (253) 838-9088
Facsimile: (2583) 572-6662




